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Dear Mr. Lambert

I would like to offer my support, as City Councilor for Council District 3 of the City of
Tuscalovsa, for the approval of the specialty care assisted living facility in my district being developed
by Smith/Packet. The City of Tuscaloosa views this facility s a valuable addition to the further
development of the City of Tuscaloosa and also it will help meet the needs of those in and around our

city.

If [ can provide farther assistance of information, please contact my office.

Respectiuily,

Cynthia Lee Almond
Distriet 3 City Councilor
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H.  PROJECT DESCRIPTION

Goal

The goal of the proposed adjustment is to provide sufficient specialized resources to be utilized
by seniors, allowing for a process of aging-in-place. Authorization of additional SCALF beds
within the proposed geographic area of Tuscaloosa County, and the adjacent counties which
currently lack SCALF beds, will help ensure the provision of enough SCALF beds to meet the
growing demand. Additionally, the most recent Statistical Update to the State Health Plan shows
that five adjacent counties (Fayette, Pickens, Greene, Hale and Bibb) currently have no licensed
SCALF facilities, and a need of 63 SCALF beds. This. naturally, increases the need in
Tuscaloosa County, due to the regional nature of its healthcare support for the entire region.
Approval of this adjustment will enhance the quality of 1ife for seniors, while also meeting
growing demand in the community, fueled in part by the increasing incidence of Alzheimer’s

and other forms of dementia.

While the SHCC has in recent years approved the addition of 66 SCALF beds to inventory in
Tuscaloosa County, this barely covers the need for the five adjacent counties, and does not
account at all for increasing incidence of need in Tuscaloosa County, or even for ongoing
population growth or aging. Accordingly, this additional adjustment is needed for support of the

senior population going forward.



Proposed Adjustment
The Adjustment the SHCC is requested to adopt is as follows:
410-2-4-.04  Limited Care F'acilities — Specialty Care Assisted Living Facilities

(2)(e) Adjustments. The bed need, as determined by the methodology, is subject to adjustments
by the SHCC. The specialty care assisted living facility bed need may need to be adjusted by the
SHCC if an applicant can prove that the identified needs of a targeted population are not being
met by existing specialty care assisted living facilities in the county of the targeted population.
Cousistent with this provision, coupled with Section 410-2-5-.04(2)(a), the SHCC has

recognized the need for an additional thirty-two (32) specialty care assisted living facility beds

in Tuscalposa County, These beds shall be approved so that they are provided throuol new

construction for g multi-level senior living community whicl will provide a continuum of

senior housing options on g contiguous campus under the samne ownership.

The current provisions of the Alabama State Health Plan applicable to Specialty Care Assisted
Living Facilities may be found at Attaclment 1.
A map of the Tuscaloosa County area showing relevant existing facilities may be found at

Attachment 2.

HI.  SERVICE AREFA

The service area for this proposed adjustment is Tuscaloosa County, although consideration is
also taken into account that five counties adjacent to Tuscaloosa County currently have no
licensed SCALF beds. As referenced elsewhere, a map of Tuscaloosa County showing relevant
existing facilities may be found at Attachment 2. A map showing the adjacent five counties and

the physical relation to Tuscaloosa County may be found at Attachment 12.



IV.  POPULATION PROJECTIONS

According to the Center for Business and Economic Research (“CBER™) at the University of
Alabama, Tuscaloosa County has been, and remains, one of the fastest growing counties in
Alabama in terms of general population, and the portion of the population aged sixty-five and

older is growing at even a more tremendously rapid pace’.

Year | Total Population : 65+ Population | % of Total 65+ | Data Source
2000 | 164,875 18,565 11.3% 2000 Census
2010 | 194,656 21,050 10.8% 2010 Census
2015 203,612 24,509 12.0% CBER Estimate
20201 212,769 28,882 13.6% CBER Projection
20251 221,743 33,432 15.1% CBER Projection
2030 | 230,259 36,492 15.8% CBER Projection
2035 | 238,579 38,345 16.1% CBER Projection
2040 | 246,892 40,030 16.2% CBER Projection

Such increases in 65+ population are expected to cause the need for SCALF beds in Tuscaloosa
County t expand, as this population segment uses these services at a higher rate, and the

numerical methodology utilized in the State Health Plan is driven by this population component.

According to the CBER at the University of Alabama®, Tuscaloosa County is the seventh largest
county among Alabama’s sixty-seven counties, both in terms of general population and sixth
largest in terms of the population aged sixty-five and older, as of CBER’s 2019 projections. In
terms of growth, however, Tuscaloosa County has been extraordinary. CBER estimates that,
between 2000 and 2040, the total population of Tuscaloosa County will grow at a rate of 49.7%.
Even more critically, in terms of the market population for SCALF services - the population

aged 65 and older -- CBER projects that the increase in Tuscaloosa County’s population will be

! Coples of the projections from CBER may be found at Attachment 7.

According to SHPDA Rule 410-1-6-.06, population estimates and projections from the Center for Business
and Econormic Research at the University of Alabama and data from the SHPDA Division of Data Management are
considered the most reliable data available,
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over 90% from 2010 to 2040, clearly showing a need for additional resources for adequate and

diverse senior housing.’

Such an increase in 65+ population can be expected to have a positive impact on the need for
SCALF services in Tuscaloosa County, as this group of the population uses such services at a
higher rate; indeed, the numerical methodology utilized in the State Health Plan is driven by this

very population component,

Additional support in the area of population and demographic growth may be found in the

Preliminary Market Analysis attached hereto as Attachment 8.

3 See Attachment 7.



V. NEED FOR THE PROPOSED ADJUSTMENT

Introduction

Smith/Packett Med-Com, LLC (“Smith/Packett”), headguartered in southwestermn Virginia, is one
of the largest senior housing and healthcare companies in the country, specializing in the design,
development, financing, marketing, strategic planning and operation of healthcare facilities. On
an annual basis, Smith/Packett typically develops or acquires more than $100 million in various
senior housing care service projects, including service-enhanced senior housing and healthcare
communities, independent living, assisted living, memory care, nursing homes, and medical
office buildings. Currently, Smith/Packett has ownership interests in over 30 facilities throughout

the eastern United States.

Tuscaloosa County, located in the heart of West Alabama, is the state’s seventh most populated
county, and ranks sixth among Alabama’s 67 counties in median family income.* The county
has a dependable, qualified and skilled labor force. Tuscaloosa was named one of the “50 Best
Places to Launch a Small Business” by Fortune Small Business. The county is home to the
campuses of the University of Alabama, Stillman College, and Shelton State Community
College. Tuscaloosa County has become a very desirable cconomic location, beginning with the

decision of Mercedes-Benz to locate its first American production facility in Vance in the 1990s.

Currently, according to the Alabama Department of Public Health (“ADPH”), Tuscaloosa
County has six licensed Specialty Care Assisted Living Facilities® (“SCALF™), with a total of

130 licensed beds, as shown in the following table:

* Data is from the 2010 U.S. Census, and the 2006-2010 American Community Survey 5-Year Estimates.

s Specialty Care Assisted Living Facilities are defined by Section 410-2-4-.04(1) of the State Health Plan as
“Intermediate care faciiities which provide their residents with increased care and/or supervision, which is
designed to address the residents’ speclal needs due to the onset of dementia, Aizheimer’s disease or similar
cognitive impairment and which is in addition to assistance with normal dally activities including, but not limited
to, restriction of egress for residents where appropriate and necessary to protect the resident and which reguire a
license from the Department of Public Health as a [SCALF] . . ..” SCALFs are at times also referred to as “memory
carg” facilities,



Facility Licensed
SCALF Beds
Brookdale Northport SCALF 16

Martinview Assisted Living-Fast 16

Morning Pointe of Tuscaloosa SCALF | 24

Regency Remembrance Village 26
The Tides at Crimson Village 32
Traditions Way 16
TOTAL LICENSED BEDS 130

These listings, printed from the ADPH website,’ may be found at Attachment 3. In addition,
Tuscaloosa Senior Services, LLC d/b/a Regency Remembrance Village (“Regency™) has been
awarded a Certificate of Need (“CON”) to conver! thirty (30) ALF beds to SCALF beds’,
pursuant to an adjustment approved in January 20.1 7. At present, these beds have not yet been
licensed or placed in operation. In addition, another adjustment, calling for the conversion of
thirty-six (36) ALF beds to SCALF beds was approved in February 2018, pursuant to an
application filed by Tuscaloosa Medical Investors, LLC d/b/a Morning Pointe of Tuscaloosa
(“Morning Pointe”). Although a letter of intent to file a CON Application for these beds has beer

filed by Morning Pointe, no CON has yet been awarded.

The most recent Statistical Update® issued by the State Health Planning and Development
Agency (“SHPDA™) on October 27, 20135, shows 2 total bed need at that time for 111 SCALF
beds in Tuscaloosa County, pursuant to the numerical methodology. The Statistical Update also
shows the current inventory of 130 licensed beds; at that time, there were no additional beds that
had been authorized but not licensed (ihe Regency adjustment and CON were subsequent to that
date), resulting in a net need calculation of a negative 19 beds. However, that statistical update
was prepared more than two years ago, and the large increase in 65 and over population in

Tuscaloosa County as shown by CBER data included in this application for adjustment, certainly

6 www.adph.org

Regency was awarded CON 2796-SCALF on October 2, 2017,
A "statisticel update” Is an update of @ specific section of the SHP to reflect more current population,

utifization, or other statistical data. Such an update is made by the SHPDA staff on an as-needed basis. See Ala,
Admin. Code §410-2-5-.04,

i
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- illustrates that there is a growing need for SCALF services in the county. In addition, five
counties adjacent to Tuscaloosa County currently have no licensed SCALF beds according to
ADPH; that same Statistical Update shows a total need in those five counties of 63 beds {Bibb -
I5; Fayette — 14; Greene ~ 7; Hale ~ 12; Pickens — 15).? Therefore, in this West Alabama
Region, there is actually a need shown for additional SCALF beds, even prior to the intervening

population growth and increase in incidence of Alzheimer’s and other dementias.

Overlaid against this environment are the facts that is that research continues to show a growing
incidence of Alzheimer’s Disease and other dementia among our senior citizens. In fact,
according to the Alzheimer’s Association, it is estimated there will be a 22.2% increase in the
number of persons aged 65 and older with Alzheimer’s in Alabama by the year 2025,

Information from the Alzheimer’s Association is included as Attachment 9.

According to the Center for Business and Economic Research (“"CBER™) at the University of
Alabama, Tuscaloosa County has been, and remains, one of the fastest growing counties in
Alabama in terms of general population, and the portion of the population aged sixty-five and

older is growing at even a more tremendously rapid pace!®.

Year | Total Population | 65+ Population | % of Total 65+ | Data Source
2000 | 164,875 18,565 11.3% 2000 Census
2010 | 194,656 21,030 H0.8% 2010 Census
2015 203,612 24,509 12.0% CBER Estimate
2020 | 212,769 28,882 13.6% CBER Projection
2025 | 221,743 33,432 15.1% CBER Projection
2030 | 230,259 36,492 15.8% CBER Projection
2035 | 238,579 38,345 16.1% CBER Projection
2040 1 246,892 40,030 16.2% CBER Projection

g The next two most recent Statistical Updates (August 12, 2014 and September 18, 2012} are attached as

Attachments 5 and &, raspectively.
10 Copies of the projections from CBER may be found at Attachment 7.

i1



Such increases in 65+ population are expected to cause the need for SCALF beds in Tuscaloosa
County to expand, as this population segment uses these services at a higher rate, and the

numerical methodology wtilized in the State Health Plan is driven by this population component.

This Adjustment Application requests thirty-two (32) SCALT beds. If the Adjustment
Application is approved, Smith/Packett intends to apply for a CON to construct and operate these
beds, to be placed at a campus to be developed in Tuscaloosa County. The campus to be
developed by Smith/Packett would offer a full complement of senior housing options, up to and
including memory care, The current plans call for 92 independent living units, 74 assisted living
units, and the 32 SCALF beds.

Currently, there is a need for additional SCALF beds in Tuscaloosa County, although that need is
not shown by the State Health Plan. As shown by the Preliminary Market Analysis prepared by
Senior Market Research Associates and attached hereto as Attachment 8, there exists an unmet
demand for SCALF beds in excess of the 32 sought in this adjustment application. The
independent consultant found that the area would be under-bedded by 196 beds in 2019, growing
to 279 in 2022, Regardless, only 32 SCALF beds are sought through this adjustment request. The
market study may be found as Attachment 8. As discussed further in this application, addition of
these beds to the available inventory in the subject area will enhance the quality of life for
memory care residents and their families in the Tuscaloosa County area, as well as the five

adjacent counties which currently have no licensed SCALF beds.

12



Why 1s This Adjustment Needed?

There are multiple reasons that additional SCALF beds are needed within Tuscaloosa County:

(1) Demand for SCALF services is growing even faster than the population;

(2) The population and economic growth trends in Tuscaloosa are very strong, leading to a
rapidiy increasing demand;

(3) There are five adjacent counties without licensed SCALF beds, resulting in Tuscaloosa
County being seen as a regional market; and

(4) There is a need to augment the availability of options for choice in living arrangements
for seniors, as determined by the senior population, their families, and their caregivers.

(5) Adding these SCALF beds to inventory would allow for development of a new, state of
the art senior living community that would enhance availability of the “aging-in-place™
concept in Tuscaloosa County, with the provision of independent living, assisted living

and memory care all on the same campus,

Demand for SCALF services is srowing faster than the population,

[n the area of SCALF services, the primary age group to be served is the segment of the
population aged 65 and above. Within this segment, the principal age served is over 80, and the

majority of persons needing service are female.

As shown in the areas of this Adjustment Application dealing with population projections, the
65+ population of Tuscaloosa County is projected to grow by over 90% during the period from
2010 10 2040, a rate that would far surpass the figure for the State of Alabama as a whole (a 74%
inerease from 2010 to 2040. These projections were prepared by the Center for Business and
Economic Research at the University of Alabama, which under SHPDA Rules is the preferred
provider of population and demographic data, It is projected that this growth rate will continue

through at least 2040,

u See Attachment 7.

13



Additionally, as reported by the Alzheimer’s Association, more than 5 million Americans are
currently living with Alzheimer’s, a number that is projected to increase as high as 16 millien by
2050. According to U.S. Census data, the size of the 65+ population will grow to approximately
70 million by 2030. Since age is known to be a leading risk factor for Alzheimer’s disease, it is
clear that the United States is faced with an exponential increase in the prevalence of

Alzheimer’s disease.™?

As shown in the Preliminary Market Analysis prepared for Smith/Packett by Senior Market
Research Associates of Cleveland, Tennessee, demand in the proposed geographic area will
actually far exceed the adjustment sought here, The Market study shows demand of 196
additional beds by 2019, and 279 by 2022, far exceeding the 32 sought through this adjustment

request, '*

The annual reports filed with SHPDA by SCALF providers show a significant increase in
demand {rom 2014 to 2017. In 2014, the six licensed SCALF providers were occupied for a total

0f 26,424 patient days; this figure rose to 36,437 in 2017, an increase of some 38%.

Facility Patient Patient Patient Patient
Days 2014 | Days 2015 | Days 2016 | Days 2017
Brookdale Northport SCALF 1,467 4,015 3,627 3,632
Martinview Assisted Living-East 3,422 4,396 3,999 5,231
Morning Pointe of Tuscaloosa SCALF | 7,452 5,680 8,152 7,533
Regency Remembrance Village 8,315 7,665 7,402 7.420
The Tides at Crimson Village i1,712 6,927
Traditions Way 5,768 5,761 5,803 5,685
TOTAL 26,424 27,517 40,695 36,437
12 See Attachment 9.
13 See Attachment 8.
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Clearly, demand has been increasing for SCALF beds. This should be exacerbated going forward
due to factors such as population growth, population aging, and the increase in incidence of

Alzheimer's and other forms of dementia,

Strong Trends in Population Growth and Economic Expansion Support the Adjustment

Tuscaloosa County has been the site of very strong and consistent population growth, growing at
a rate consistently exceeding that of the state as a whole, both in terms of total population and the

cohort of those 65 and older. As shown below, this trend is projected to continue well into the

future.
Y lIncrease in | % Increase in | % Increase in | % Increase in
Alabama Total | Tusc.Co. Total | Alabama 65+ | Tuse.Co. 65+
Population in | Population in | Population in Population in
5 Year Period | 5 Year Period | 5 Year Period | 5 Year Period
20102015 1 1.6 4.6 16.1 16.4
2015-2020 | 1.8 4.5 1.5 17.8
2020-2025 | 1.8 4.2 14.0 15.8
2025-2030 | 1.8 3.8 10.0 9.2
2030-2035 | 1.9 3.6 4.3 5.1
2035-2040 { 1.9 3.5 2.7 4.4

Source: Center for Business and Economic Research, The University of Alabama

Tuscaloosa County’s economy took a major step forward in the 1990s when the first American
manufacturing plant for Mercedes-Benz was successfully recruited to Vance, Alabama. The
progressive business climate, international investment and innovative pubiic-private
partnerships, the area has been recognized as a truly dynamic economy. The region has been
named one of the best places in the entire nation to start and grow a business by numerous

economic development and business sources, including Forbes and Kiplinger’s Personal Finance

magazines.

Since 2005, Tuscaloosa has experienced over $3 billion in new construction to meet the
increasing demands of the growing economy. Today, the county’s economy is diverse and

expanding, especially in the industrial corridor along Interstate 20/59, where automotive parts,
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electronics, plastics, wood products, food products, and chemicals are manufactured and
produced. This growing and dynamic cconomy attracts even greater population growth, leading

to increased demand for the services sought through this adjustment application.

There are Five Adjacent Counties Without Licensed SCALF Beds

There are five counties adjacent to Tuscaloosa County which currently have no licensed SCALF
beds according to the Alabama Department of Public Health. Those counties are Bibb, Fayette,
(ireene, Hale and Pickens. A map showing the location of those counties in relation to
Tuscaloosa County can be found at Attachment 12. The most recent Statistical Update issued to
the State Health Plan shows a total need in those five counties of 63 beds, as shown below:
County SCALF Beds Needed
Bibb County 15

Fayette County | 14

Greene County | 7

Hale County 12

Pickens County | 15
TOTAL 63

The result of so many of the counties around Tuscaloosa County having no SCALF beds is that
Tuscaloosa ~ which is also centrally located in relation to those counties — has become a regional
market, a factor that is not considered in the numerical methodology prescribed by the State
Health Plan. This status as a regional market is created by a number of factors, including the size
and central location of Tuscaloosa County in relation to the other counties, the presence of major
cconomic growth areas in Tuscaloosa County, and the presence of a major medical center, in
contrast 1o the smaller, community hospitals located in the other counties. This regional market

status can be expected to continue for a number of years.

Options for Choice in Living Arrangements for Senior Citizens

As shown the need for additional SCALF beds in Tuscaloosa County is large — according to the
preliminary warket analysis prepared by an independent consultant, by the time a facility

utilizing beds authorized by the adjustment sought herein could be constructed, additional need
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for memory care beds in the county would be in the triple digits. By not having adequate, state-
of-the-art resources for senior citizens, their families and caregivers to choose between for
housing options, Alzheimer’s disease and other dementias take an even more devastating toll on
families and caregivers. As shown by the Alzheimer’s Association, in 2016, 15.9 million family
and other unpaid caregivers of persons with Alzheimer’s provided an estimated 18.2 billion
hours of unpaid care, Nearly 60% of Alzheimer’s and dementia caregivers rate the emotional
stress of their responsibilities as high or very high. Almost 40% of such caregivers suffer from
depression. Duc to the physical and emotions toli of caregiving, Alzheimer’s and dementia
caregivers incurred $10.8 billion in additional healtheare costs of their own in 2016, Additional
beds are a necessary step toward ensuring that senior citizens have choice, including the

preferred method of “aging-in-place.”

Seniors and their families expect and deserve to be provided with adequate residential options to
have a choice, based on factors including quality, cost, aceess and bed avai]abiliéy. Not all
facilities are the same, or are even comparable, and this is reflected in the current Tuscaloosa
County marketplace. Unlike many other services in the healtheare arena, the selection of SCALF
services arc a personal choice by the senior and his or her family. The self-pay nature of the
service makes this a critical personal decision without repercussions on the taxpayers of the state.
The existence of a continuum of care included in the conecept proposed by Smith/Packett

provides an even greater enhancement to this element of choice.

Enhancement of the “Aging in Place” Concept

Adding the SCALF beds sought through this adjustment to inventory would allow for
development of a new, state of the art senior living community that would enharce availability of
the “aging-in-place” concept in Tuscaloosa County, with the provision of independent living,

assisted living and memory eare all on the same campus.

Aging-in-place is a ternt used to describe a person living in the residence of their choice for as
Jong as they are able. With the provision of multiple levels of senior living in one community,

that allows a senior citizen to remain a part of the same communi ty, with limited disruption as
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they age and develop new health care needs. Currently, the majority of seniors are living either
with a spouse or alone in their own residence. Many of these people struggle with everyday
tasks, and consequently suffer a reduction of quality of life. Provision of the range of senior
housing options, in one community, that is envisioned in the Smith/Packett proposal, offers

multiple options for these senjor citizens.

As recently as the year 2000, there were approximatel y 35 million Americans over the age of 65.
According to more recent estimates from the U.S. Census Bureau, by 2030 there will be more
than 71 million Americans in that age group, some 20% of the projected national population.
Making provisions for these persons to make conscious decisions to stay in the inhabitation of
their choice for as long as they canis a step Alabama and its health planning process should fully

support,
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FACTS AND FiGURES ABOUT ALZHEIMER’S DISEASE 4

(From the Alzheimer’s Association—www.alz.org; for further information, see Attachment 9

Alzheimer’s disease is the sixth leading cause of death in the United States, Between
2000 and 20135, deaths from Alzheimer’s discase increased 123%.

1in 3 seniors dies with Alzheimer’s or another dementia,

Every 65 seconds someone in the United States develops Alzheimer's,

An estimated 5.7 million Americans of all ages are living with Alzheimer’s disease. An
estimated 5.5 million are 65 or older, while approximately 200,000 have younger-onset
Alzheimer’s,

The number of Americans with Alzheimer’s disease and other dementias will grow each
year as the size and proportion of the population 65 and older continues to increase. By
2025, the number of persons 65 and older with Alzleimer's disease is estimated to reach
7.1 million — a 40% increase from 2015, By 2050, this is projected to reach 14 million.
In 2016, an estimated 700,000 Americans 65 and older died with Alzheimer’s disease.
Alzheimer’s disease takes a devastating toll on caregivers. Over 16 million Americans
provide unpaid care for people with Alzheimer’s or other dementia, providing over I8
billion hours of care valued at over $232 billion.

Nearly 60% of Alzheimer’s and dementia caregivers rate the emotional siress as high or
very high; about 40% suffer from depression. Due to the physical and emotional toll of
caregiving, Alzheimer's and dementia caregivers had $10.8 billion in additional
healthcare costs of their own in 2016.

Nearly one in every five Medicare dollars is spent on people with Alzheimer’s or other
dementias. By 2050, this will reach one in every three Medicare dollars.

In 2018, Alzheimer’s and other dementias will cost the nation some $277 billion,
including $186 billion in Medicare and Medicaid payments.. By 2050, this figure could

reach as high as $1.1 triliion,

14

Additional information from the Alzheimer's Association may be found at Attachment 9.
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Alabama Alzheimer’s Statistics

*

[t is estimated that 2,282 Alabamians died from Alzheimer’s disease in 2015. There has
been a 155% increase in Alabama Alzheimer’s deaths since 2000.

In 20015, Alzheimer’s was the 6th leading cause of death in Alabama. Alabama had the
8™ highest Alzheimer’s death rate in the United States,

In 2018, it is estimated there are approximately 92,000 Alabamians 65 and older with
Alzheimer’s. It is projected that these figures will increase to 110,000 in 2023, a 20%
inerease.

In 2017, it is estimated that 304,000 Alzhegimer’s and dementia caregivers to Alabama
residents provided 346 million hours of unpaid care, with a total value of over $4.36
billion. This resulted in an estimated increase in the cost of health care for these
caregivers of $193 million.

In Alabama, there are almost 6,000 persons in hospice care with a primary diagnosis of
dementia.

In Alabama, the Medicaid costs of caring for people with Alzheimer’s is an approximate

$839 million. It is estimated there will be an increase of almost 32% by 2025,
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VI.  CURRENT AND PROJECTED UTILIZATION

Use of Existing Services

SHPDA Annual Reports for all SCALFs in Tuscaloosa County were obtained and reviewed for
the years 2013 through 2017, Utilization data found in those Annual Reports is summarized and

presented in Attachment 10.

Based on these annual reporting eycles, the overal] occupancy rate for the SCALF beds in
Tuscaloosa County that SCALF providers reported as being available for use in the proposed
geographic area was high. In fact, in 2013. 2014 and 2016, there was an occupancy percentage in
excess of 85% of licensed beds. This shows an efficient use of existing resources, and plainly
illustrates that the identified needs of the population needing to utilize SCALF services are not
being adequately served by the existing SCALF methodology. Additionally, the two recent
adjustment requests (and one successful CON Application) filed by existing providers seeking to
convert ALF beds to SCALF status shows a need for additional SCALF beds and services that is

recognized by the existing providers,

The high occuparncy of existing SCALFs; the current and rapidly increasing 65+ population in
Tuscaloosa County; the increasing incidence of Alzheimer’s Disease and other dementias; and
the reputation and abilities of Smith/Packett as a memory care provider are all positive factors
that point toward Tuscaloosa County being an appropriate place for an adjustment to expand the
available SCALF beds. Location of additional SCALF beds in Tuscaloosa County would
enhance local access to SCALF services for residents and their families, alleviating distance

concerns.
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Quality of Care

In any type of health care setting, there should be a clear and paramount focus on what is best for
the patient. Obtaining the right level of care at the appropriate time in treatment of a patient is

critical, and has a direct impact on outcomes.

It has been determined under the State Health Plan that the presence of an adequate number of
SCALF beds is critical to the provision of a full continuum of care for our seniors. Without the
presence of such adequate resources and facilities, seniors may have to utilize a different, less
efficient resource, or to reside at a SCALF in a different county, resulting in their removal from
casy access by family, [riends, and caregivers. Either of these results in a lower quality of care

than can be provided by an agin g-in-pace alternative.
SCALFs, when coupled with Assisted Li ving Facility beds and Independent Living beds, can all

provide cost-effective levels of senior living that help with a continuum of care in the aging

process. Only by having adequate resources in all levels of care can the true aim be realized,
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VII1. STAFFING

The estimated staffing for an additional thirty-two (32) SCALF beds within Tuscaloosa County
would necessarily have to meet both regulatory standards prescribed by the Alabama Department
of Public Health and the operational standards of the ultimate Heensee(s) for the beds, following

award of one or more Certificates of Need,

A specialty care assisted living facility is required to have an administrator, a medical director, at
least one Registered Nurse, and a unit coordinator, In addition, SCALF facilities are required to
have staff coverage meeting or exceeding the staffing ratios specified in regulation on a 24 hour

per day, seven day a week basis.

The addition of these beds to the Tuscaloosa County regional marketplace would result in the
addition of jobs to the local and regional labor markets. Recent estimates provided to SHPDA
reflect estimated growth of 40 or more new jobs for each 16 bed SCALF component,
Information regarding these new jobs will also be a required component of the CON applications

filed to meet the need created by the proposed adjustment.
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VIIL IMPACT ON OTHER FACILITIES
smith/Packett does not anticipate this proposed adjustment having an impact on existing

SCALFs in the subject area due to:

(a) Over the last five annual SHPDA data reporting cycles (2013-2017), the utilization of
SCALF services in Tuscaloosa County has averaged well in excess of 82%':

(b) The current and projected positive population factors for Tuscaloosa County;

(¢} The increasing incidence of dementia of all forms, including Alzheimer’s Disease, as
discussed earlier;

(d) The presence of five adjacent counties, showing a projected need for 63 SCALF beds,
and no currently Heensed SCALF beds;

{¢) Enhanced local access to SCALF services in Tuscaloosa County can be expected to
increase the overall use rate for SCALF services, as is typical; and

{f} The unmet demand in the subject area, as plainly illustrated by the Market Analysis
included herein as Attachment 8, shows a clear anticipation that the majority of residents
of a facility created pursuant to a CON granted pursuant to this adjustment, if granted,
would be new users of SCALF services, and therefore would create no detrimental
impact on existing providers. The Market Analysis referenced was conducted for

Smith/Packett by Senjor Market Research Associates of Cleveland, Tennessee,

IX. COMMUNITY SUPPORT

Letters of Support for the proposed adjustiment are presented as Attachment 11, or will subsequently be

provided to SHPDA in a timely fashion as allowed by rule.

15 Ses Attachment 10,
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X. OTHER INFORMATION
Healthcare in Tuscaloosa County

Tuscaloosa County is served by a locally-owned hospital system with multiple specialty care
units, The DCH Health System has been under local ownership for mote than ninety (90) years,

and has evolved to offer advanced caring to the West Alabama regjon.

DCH Regional Medical Center is the corerstone of the system. The medical center is licensed
for 583 acute care beds, and operaies specialty units in pediatrics, orthopedies, cancer and

cardiology, as well as the region’s most advanced trauma center and intensive care units.

Northport Medical Center has been a part of the system since 1992, The facility, with 204
licensed beds, houses several specialty services, in addition to a full range of inpatient and
outpatient services. Among the specialty units are the DCH Rehabilitation Pavilion, which helps
patients with spinal cord injuries, head injuries, strokes or other neurological or orthopedic
disorders return to independence. North Harbor Pavilion offers safe and therapeutic programs for

adults and geriatric citizens who require inpatient psychiatric treatment and care.

Outside of Tuscaloosa County, the DCH Health System operates Fayette Medical Center, which
is licensed for 61 hospital beds and 122 nursing home beds. This facility has been under a lease

agreement with the system since 1984,

Throughout its communitics across the castern United States, Smith/Packett works closely and
cooperatively with local medical professionals to ensare that the needs of patients of those
particular practices are taken into account in the delivery of program resources 1o area residents.
Smith/Packett looks forward to continuing this pattern with the DCH Health System and other

area medical professionals,

The proposed adjustment for additional SCALL beds does not directly depend upon the need for

additional physicians or physician specialties in the geographic area. The selection of a physician
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is a matter for determination by a resident, through consultation with the resident’s family and

other caregivers,

Industry

Tuscaloosa County, located in the heart of West Alabama, is the state’s seventh most populated
county, and ranks sixth among Alabama’s 67 counties in median family income.'® The county
has a dependable, qualified and skilled labor force. Tuscaloosa was named one of the “50 Best
Places to Launch a Small Business” by Fortune Small Business. The county is home to the
carupuses of the University of Alabama, Stillman College, and Shelton State Community
College. Tuscaloosa County has become a very desirable economic location, beginning with the

decision of Mercedes-Benz to locate its first American production facility in Vance in the 1990s,

Leading Employers in Tusealoosa County
(Source: Tuscaloosa County Industrial Development Authority)

Employer Industry Group Employees
The University of Alabama Higher Education 10,229
DCH Regional Medical Center | Healtheare 4,496
Mercedes-Benz US International | Auto Manufacturing | 3,600
County Board of Education Public Education 2,300
City Board of Education Public Education 1,426
Michelin/BF Goodrich Tires Manufacuring 1,379
City of Tuscaloosa ' City Services 1,300
VA Hospital Healthcare 1,079
Northport Medical Center Healtheare 1,079
Phifer Incorporated Manufacturing 1,011

16 Data is from the 2010 U.5. Census, and the 2008-2010 American Cormmunity Survey 5-Year Estimates.
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Additional Information on Smith/Packett Med-Com, LLC

smith/Packett, headquartered in southwestern Virginia, is one of the largest senior housing and
healtheare companies in the country, specializing in the design, development, financing,
marketing, strategic planning and operation of healthcare facilities. On an annual basis,
Smith/Packett typically develops or acquires more than $100 million in various senior housing
projects. These include service-enhanced senior housing and healtheare communities,
independent living, assisted living, memory care, nursing homes, and medical office buildings.
As one of the most active senior housing care developers in the country, Smith/Packett is also on
the cutting edge of market, construction, licensing and financing issues, making it one of the
most successtul developers and operators. Currently, Smith/Packett has ownership interests in
over 30 facilities, and is an active investor in numerous other senior care projects. Smitl/Packett
also has a pending application for a Certificate of Need for a facility in Montgomery County,
and another adjustment application pending seeking SCALF beds in Shelby County. Should this
adjustment be approved, Smith/Packett will promptly proceed to file an appropriate application
for a Certificate of Need authorizing construction and operation of the SCALF beds sought

through this adjustment request,

Harmony Senior Services, LLC (“Harmony™), is an affiliate of Smith/Packett, also headquartered
in southwestern Virginia, Both organizations are family owned and operated, which drives the
values and goals of the communities they develop together. Harmony is a fully-integrated
management services company with extensive hands-on experience in the management of senior
housing, bringing unique operational insight, perspective and understanding to the challenges
facing senior housing communities in today’s environment. Should this adjustment, and the
subsequent Smith/Packett CON Application, be successful, Harmony would serve as the

manager of the senior housing conumunity to be constructed in Tuscaloosa County.

27



Attachment 1:

State Health Plan Provisions
Relating to SCALF Services



Alabama Administrative Code

410.  STATE  HEALTH
DEVELOPMENT AGENCY

PLANNING AND

Chapter 410-2-4, FACILITIES
Current through Register Vol. 36, No. 4, Januery 35, 2018

410-2-4-.04, Limited Care Facilities - Specialty  Care
Assisted Living Facilities

)]

Definition. Speeialty Care Assisted Living Facilities are
intermediate care facilities which provide their residents
with increased cave and/or supervision whicl: is designed to
address the residents” special needs due to the onset of
dementia, Abzheimer's  disease or  similar cognitive
impairment and which is in addition 10 assissanee with
normal daily activides inetuding, but not limited 1o,
restriction of egress for residents  where approprigte  and
Recessary to protect the resident and which require 2 license
from the Departnent of Pablic as a Specialty Care Assisted
Living Facilities pursuant to Ala, Adinin. Code§420-5.20,
et seq.

2)

Specialty Care  Assisted Living Facility Bed Need
Methodology

(a)

Purpose, The purpose of this speciaity care assisted living
facility bed need methodology is to identily, by county, the
nunber of beds needed to assure the continned availability,
accessibility, and affordability of quality care for residents
of Alabama.

(b)

Genersl, Formulation of this bed need methodology was
accomplished by 2 commitiee of the Statewide Healty
Coordinating Council (SHCC). The commitice which
provided its recommendations to the SHOC, was composed
of providers and consumers of health care, Only the SHCC,
with the Governar's final approval, can make changes o
this methodology except that the SHPDA sl shall
annually updaie bed need projections and inventories o
reflect more cucrent population  and utilization statistics.
Such updated information is available for a fee upon
request. Adjustments are addressed in paragraph (),

{e}

Basic Meihodology. Considering the availability of more
communily and home based services for the elderty in
Alabama, there should be a minimum of 4 beds per 1,000
population 63 and older for each county,

The bed need formula is as follows:

(4 beds per thousand) x (population 65 and older) =
Projected Bed Need

(@
Planning Policies
L

Projects to develop specialty care assisted living factlities
or units in areas where there exist medieally underserved,
low income, or minerity populations should be given
priority over projects not being developed in these eritieal
arcas when the project to develop specialty care assisted
living facilities in arens where there cxists medicalty
vnderserved, low income or minority populations  is not
more costly o develop than other like projects,

2.

Bed need projections will be based on g three-year
planning horizon.

3.
Planning will be on a countywide basis,
4,

Subject to SHCT adjusiments, no beds will be added in any
county where that county's projected ratic exceeds 4 beds
per LOCO population 65 and older.

5.

When any specialty care assisted living facility
relinquishes its license 1o operate, cither volmarily or
involuntarily other than by  Certificate of Need approved
transfer, or by oblaining title by a foreciosure as specified in
the opinion rendered by the Alsbama  Attomey General,
November 17, 1930, the need for the facility and its
resources will amomatically be eliminated from  the
facilitivs portion of the State Healith Plan. The new bed need
requirement in the county where the facility was located
will be that number which will bring the coutty ratio up g

|




4 beds per 1,000 population 65 and older.
6.

Additional need ruuy be shown in sitwations involving 2
sustained high occupancy rate cither for a county or for a
single facility, An applicant may apply for addilional beds,
and thos the establishment of need above and bevond the
standard methodology, utilizing one of the following two
policies. Once additional beds have been applied for nnder
one of the policies. that applicant shall not eualify to apply
for additional beds under either of these polictes uniess and
until the established time limits listed below have passed.
All CONauthorized  SCALF beds shali be included in
consideration of occupaney rate and bed need,

(i)

H the occupaney rate for @ county is greater than 92%
utilizing the census data in the most recent full year
"Anmual Report(s) for Specialty Care Assisted Living
Facilities (Form DM-1" published by or filed with
SHPDA, en additional need of the greater of eitiier ten
pereent (10%)  of the current total CON Authorized bed
capacity of that county or sixteen (16) total beds may be
approved for either the creation of a new tacility or for the
expansion  of existing facilities within  that County.
However, dug to the priority of providing the most cost
effective health care services available, a new facility
created under this policy shall only be allowed through the
conversion of existing beds at an Assisted Living Facility
currently in possession of o regular, nan-probationary
license from the Alabama Department of Public Health,
Once additional need has been shown under this policy, ne
new need shail be shown in that cousty based upon this rule
Tor twenty-four (24) months following isstance of the
tnitial CON, 1o allow for the impact ofthose beds in that
county (0 be analyzed, Should the initial applicant for beds
in a county not apply for the total mumber of beds allowed
to be created under this rule, the remaining beds would then
be available to beapplied for by other providers in the
county, so long as said providers meet the conditions Hssed
in shis rule.

(ii)

If the occupancy rale for a singie faciiity is greater than
92% utilizing the census data in the last two {2) most recent
full year "Annual Report(s) for Specialty Care Assisted
Living Facilities (Forra DM-1}" published by or filed with
SHPDA, irrespective  of the total occupancy rate of the
county aver that thme period, up to sixieen (16} additional
beds may beapproved for the expansion of that facility
only. Once additional beds have been approved under this
policy, no new beds shali be approved for that facility for
twenty-four (24) months following issuance of the CON, to

sllow for the impact of those beds ar that facitity io be
analyzed.

7.

No application for the establishment of 1 new, freestanding
SCALF shall be approved fuor fewer than sixteen (18) beds,
to allow for the fmancial feasibility and viability of a
praject, Because of this, need may be adjusted by the
Agency for any county currently showing a seed of mor
than zero (0) but fewer than sixteen (15) total beds to a total
aeed of sixteen (16} new beds, but only in the consideration
of an application for the construction of anew facility in
that county. Need shali sot be adjusted in consideration of
an application Involving the expansion of a currently
authorized and licensed SCALF or for the conversion of
beds at an existing Assisted Living Facility.

8,

Any CON Application filed by a licensed SCALF shall not
be deemed complete until, and unless:
{i)

The applicant has submitted all survey information
requested by SHPDA prior to the application date; and
(i)
The SHPDA Executive Director determines that the survey
information is complete,

9.

No licensed SCALF filing an intervention  notice or
staterent in apposition in any CON proceeding may cite or
otherwise seel consideration by SHPDA of such facility's
utifizalion data until, snd unless:

H

The intervenor or opponent has submitted  all survey
informiation requested by SHPDA prior to the application
date; and

(ify

The SHPDA Executive Director determines that the survey
information & complete.

(el

Adjustments. The bed need, a3 determined by the
methadology, is subject to adjustments by the SHCC, The
specialty care assisted living facility bed need may need o
be adjusted by the SHCC if an applicant can prove that the
identified needs of a targeted population are not belng met




N e

by existing specialty care assisied living lactlities in the
county of the targeted population,

(B

Notwithstanding the foregoing, any applieation  for
certificate of need for specialty care assisted lving facility
beds for which a proper leteer of infent was duly filed with

SHPDA prior o the adoption of the bed need methodology
shall sot be bouad by this bed need methodology,

)]
The determination ef need for specialty care assisted living

facility beds shali not be linked 1o the number of existing
assisted fiving beds in the county,

SPECIALTY CARE ASSISTED LIVING BED NEED
PROJECTIONS

COUNTY

Pop 65 & Older 2004
4 Per 1,000 Pop 63 & Older
Fotal Beds Needed
Licensed Beds

CON Issued

Net Beds Needed
AUTAUGA

5,022

22

22

80

0

-58

BALDWIN

27411

53]

110

73

30

7
BARBOUR
4,034

16

i6

16

Bi3E
2817

11

Il

16

0

-5
BLOUNT
7,881

3z

32

30

70

-88
BULLOCK
1,530

6

6

0

&



Attachment 2:

Map of Proposed Geographic
Area for Adjustment
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Attachment 3:

ADPH Health Care Facilities

Directory Listings for SCALF
Facilities in Tuscaloosa County
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3/28/2018 4:27 PM

Health Care Facilities Directory

Assisted Living Facilities (Specialty Care)

Tuscaloosa County

Brookdale Northport SCALF (AL)

51 Rose Drive

Marthport, AL 35478 {208) 330-1700

16 bed Group Specialty Care Assistad Living Facility
Licensee Type: Limited Liability Company
Administrator: Barbara Chatman

Fac ID: P302 License: Regular

Medicare: N/A

------------------------------------------

Martinview Assisted Living-East

2011 32nd Street

Northport, AL 35476 {205) 333-0085

18 bed Group Specialty Care Assisted Living Facility
Licensee Type: Limited Liability Company
Administrator: Elizabeth Espy

Fac 10: PA3G1 Licensa: Ragufar

Medicare: N/A

..........................................

Morning Pointe of Tuscaioosa Specialty Cara Assisted Living
Facility

1801 Rice Mine Road

Tuscatoosa, Al 35408 (208) 348-1112

24 bad Congregate Spacialty Care Assistad Living Facility
Licenses Type: Limited Liability Company

Administrator: Victoria Burden

Fac [D: P&303 License: Regular

Medicare: N/A

..........................................

Remembrance Village

5001 Old Mortgomery Highway

Tuscaloosa, Al 35404 (208) 752-5500

26 bed Congregate Specialty Cars Assistad Living Facility
Licensee Type: Limited Liability Company

Administrator: Erica Peck-Love

FaciD: PE30E License: Regular

Medicare: N

uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu

Tuscaloosa County

Tides at Crimson Villags, The

1410 18th Ave, East

Tuscaloosa, AL 35404 (205) 632-6698

32 bed Congregate Specialty Care Assisted Living Facitity
Licensee Type: Limited Liability Company

Administrator: Rebecca Dennis

Fac ID: P&307 License: Regular

Medicare: N/A

..........................................

Traditions Way

615 Roger Sayers Drive

Tuscaloosa, AL 35401 {208) 347-0082

16 bed Group Specialty Care Assisted Living Facifity
Licensee Type: Corporation

Administrator: Veranda Melton

Fac 1D: PE304 License: Regular

Meadicare: N/A

...........................................
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Attachment 4:

State Health Plan Statistical
Update for SCALF Facilities
Published October 27, 2015
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STATE HEALTH PLANNING AND DEVELOPMENT AGENCY

100 NORTH UNION STREET, SUITE 870
MONTGOMERY, ALABAMA 36104

October 27, 2015
MEMORANDUM
TO: Recipients of the 2014-2017 Alabama Stare Health Plan
FROM: Alva M. Lambert M
Executive Director

SUBJECT:  Statistical Update to the 2014-2017 Alabama State Health Plan

Enclosed are statistical updates to the 2014-2017 Alabama State Health Plan, The
following sections should be replaced:

410-2-4-.04, Limited Care Facilities (SCALF), pages 105-106.

AML/blw

Enclosure: As stated

MAILING ADDRESS: P.O. BOX 303025, MONTGOMERY, ALABAMA 361303025
FHONE: (334) 242-4103  FAX: (334} 242-4113



COUNTY
Autauga
Baldwin
Barbour
Bibb
Blount
Buflock
Butler
Calhoun
Chambors
Cherokea
Chilton
Choctaw
Clarke
Clay
Cleburne
Coffes
Cotbert
Coneecuh
Coosa
Covington
Crenshaw
Culiman
Dale
Daliag
Dekalb
Elmars
Escamisa
Etowah
Fayette
Frankiin
Ganava
Gresne
Hale
Henry
Houston
Jackaon
Jofforson
Lamap
Laudardala
Lawrence
Leae

Specialty Care Assisted Living Facilities

Bed Need
2015
Bods
PopB5 & Total Total  Authorized
Oldar Bads Licensad  But Not
2018  Neodod Beds Licensad
8,985 36 48 0
43,779 178 168 ¢
4,793 18 o 0
3,708 15 0 )
11,033 44 50 (]
1,783 7 4] 1t
4,122 18 18 0
20,413 82 140 ¢
8 R22 28 1 &
6,008 24 38 0
7,332 28 ] 0
2,760 11 ¢ 8
4,793 19 ()] )
2,773 11 0 0
3,002 12 0 0
8917 38 18 18
10,025 44 48 0
2,891 12 1) 0
2,529 10 0 ¢
7.9414 a2 0 0
2.600 10 0 0
15,514 82 18 0
8,308 33 9 0
7,257 28 18 4]
12,264 49 16 ¢
13,685 85 1] ]
8,738 27 4] 0
19,812 78 74 [#]
3,508 14 0 ]
£.302 21 0 &
5,644 23 0 0
1,828 7 1] 0
2,924 12 1] 4]
4,114 18 4] 0
18,174 77 Az 4]
16,850 43 18 ]
101,406 408 576 88
3,150 13 ] GO
18,158 I£4 32 G
6,158 25 1] i
18,783 75 138 0

105

Net Beds
Moaded  Notes

(12)
7

19
15
(6
7
0
(58
10
(12)
29
11
19
11
12
2 L
{1
12
10
32
10
46
33
13
33
55
21
4
14
21
23
7
12
16
45
27

250) (@34
13

45
25
®&1)



Bsds
Pop 65 & Total Total  Authorized
Older Bods Licensed ButNot NetBeds

GOUNTY 2018 Nesdod Bods Licensed Needed  Notes
Limeastons 14,704 50 32 o 27

Lowndas 1.830 8 0 ] &

Macon 3,633 15 0 0 15

Madison 54 797 219 162 fi4 {37) (8),{63,47)
Marengo 3,882 16 16 0 0

Marion 8,546 28 g 26 L] {8)
Marshali 17,059 &8 22 o 46

Mobile 56,857 267 285 0 {18)

iflonroe 4,348 17 0 0 17
Montgomoery 33,625 135 178 G {43}

Morgan 21,332 88 78 o 7

Parry 1,900 8§ 0 g 8

Plckens 3,862 15 0 1] 15

Pl 8215 2% 18 0 5

Randoiph 4,808 18 16 0 3

Rusgaell 7.821 32 G 0 32

8, Clair 15,724 83 &0 0 3

Shelby 33,968 138 128 38 {28) {4),{10)
Sumtar 2,503 10 ] 0 10

Talladega 14,358 57 16 g 41

Taflapoosa 8,731 35 48 0 1
Tugcaloosa 27,699 1141 130 0 {19

Walkar 12,642 50 14 0 38

Washington 3,206 13 @ 0 13

Wilcox 2,107 8 0 0 8

Winiston 5,326 21 16 o &

TOTAL 831,288 3,325 2,688 230 408

27-{et5

NOTES (Beds Authorized but not License d}

* - AL2015-032 - Twenty/Twenty, LLC - 18 Beds {Approved 10/21/2015)

(1) - AL2013-009, CON 2811-8CALF - 5t. Martin's in the Pines - 18 Beds

{2) - AL2043-073, CON 2658-SCALF - Regency Birmingham - 38 Beds

(3} ~ AL2014-004, CON 2863-SCALF - Chateat Vestavia - 16 Beds

(4) « AL2015.021, CON 2716-SCALF - Oaks on Parkwoud - 16 Beds

{5} - AL2014-005, CON 2662-30ALE . Merrllt Gardons at Madison ~ 32 Beds

{8} ~ AL2014-024, CON 2882.5CALE - Regency Retirament Village of Huntsvilly - 16 Bads
{7} - AL2014.030, CON 2885.8CALF - Redstons Mititary Retirement Resldence Ass'n - 16 Bads
(8) - AL2012:031, CON 2588-SCALF - 8. Clair Services, lnc, - 26 Bads

(9) - AL2010-192, CON 2691-5CALF - Noland Hoalth Services, Inc. - 24 Bads

{10) - AL2014-032, CON 2893-SCALF . LakeView Estates -~ 12 Bads
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Attachment 5:

State Health Plan Statistical
Update for SCALF Facilities
Published August 12, 2014

(No longer in effect)
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STATE HEALTH PLANNING AND DEVELOPMENT AGENCY

100 NORTH UNION STREET, SUITE 870
MONTGOMERY, ALABAMA 36104

Aungust 12, 2014

MEMORANDUM
TO: Recipients of the 2004-2007 dlabama Siate Health Plan
FROM: Alva M. Lambert

Executive Director

SUBJECT:  Statistical Update to the 2004-2007 Alabama Siate Health Plan

Enclosed are statistical updates to the 2004-2007 Alabama State Health Plan. The
following sections should be replaced:

410-2-4-,04, Limited Care Facilities (SCALF), pages 105-106.

AML/blw

Enclosure: As stated

MAILING ADDRESS: P.O. BOX 303025, MONTGOMERY, ALABAMA 36130-3025
PHONE: (334) 242-4103  FAX: {334) 242-4113



Specialty Care Assisted Living Facilities

COUNTY
Autauga
Baldwin
Barbour
Bibb
Biount
Bullock
Butier
Calhoun
Chambars
Cherckes
Chilton
Choctaw
Clarke
Clay
Clebhurne
Coffes
Colbert
Conecuh
Coosa
Covington
Crenshaw
Cultman
Dale
Datlas
Dekalb
Elmora
Escambia
Etowah
Fayette
Franklin
Geneva
Greens
Hale
Hanry
Housten
Jackson
JoHerson
Lamar
Lauderdala
Lawrence
Lee

Pop 85 & Total

Older
2017
8,870
41,089
4,702
3618
10,714
1,744
4,022

19,848
8,503
5,848
7,136
2,761
4,710
2,732
2,825
8,704
10,748
2,822
2,448
7,805
2,552
15,198
8,118
7,086
11,984
13,141
6,622
19,128
3,449
6,238
§,625
1,758
2,843
3,887
18,666
10,430
98,898
3,105
18,677
6,032
17,953

Bed Need
2014

Tetal

Beds Licensed
Needosd Beds

35
168
19
14
43
7’
16
80
26
23
29
i1
19
11
12
35
43
i1
10
3
10
61
32
28
48
53
28
77
14
21
22
7
11
18
74
42
366
12
75
24
72

105

48
157

GlocovooBoozggogoccoloocooo

538

Ley
o 8o

136

Bads
Authorized
But Not
Licensed

0
0
0
0
0
0
0
0
G
]
0
a
o
(s
0
0
0
0
0
0
0
¢
0
0
8

ke

0
Y
5
0
¢
¢
o
0
&
il
0
0

102
G
¢
0

14

Neot Beds
Needad
(13)
11
19
14
{7}
7
0
(60)
10
(13)
28
11
18
11
12
19
(2)
11
10
31
10
45
32
12
16
53
28
3
14
21
22
7
11
16
42
28
(244)
12
43
24
(78}

Notes

{2}

(€}

7). (8} (8)

(3}



Bads
Pop65& Total Total  Authorized
Older Beds Liconsed But Not  Neat Bads

COUNTY 2017  Needed Beds Licensed Nesded Notes
Limestone 14,1186 58 16 18 24 {10}
Lowndes 1,883 8 0 0 8

Macon 3,538 14 0 5] 14

Madison 52,852 211 182 48 {29) {4 (1)
Marengo 3,867 16 18 0 (8]

Marion 8,451 26 0 28 {0 {1)
Marshali 16,641 &7 22 0 45

Mobile 64810 255 285 0 {(26)

Monroe 4,240 17 ] 0 17
Montgomery 32,602 134 178 ] (47)

Morgan 20,770 83 78 0 8

Perry 1,879 8 0 0 8

Plckens 3,775 15 4 O 18

Flke 5,088 20 0 0 20

Randoinh 4888 19 18 0 3

Rusgsell 7.733 3 3] o 3

St. Clair 15,088 60 54 4] 8

Shalby 3z.152 129 104 48 * {13
Sumter 2,420 10 O ] 10

Talladega 13,980 58 16 16 24 (12}
Tallapoosa 8,637 34 46 0 (12)
Tuscaloosa 26,692 107 o8 16 {7} {5)
Walker 12,310 49 14 O 35
Washington 3,128 13 3] ] 13

Wilcox, 2,052 8 0 4] 8

Winston 5225 21 15 4] 5

TOTAL 807,507 3,230 2,546 307 377

12-Auy-14

NOTES (Beds Authorized but not Licensed)

(1} AL2042.031, CON 2586-8CALF - $t. Clalr Bervices, Inc. - 26 Bedy

{2} CON 2547.SCALF - White House il - Closed 2/7/44 - CON Expires 2/6/15 - 16 Beds
(3) CON 2534.8SCALF - Azalea Place « Closed 3/10/14 - CON Explres 3/9/15 < 14 Bady
(4} CON 1863.SCALF. Regency Manor - Closed 21044 - CON Expires 2/5/15 - 16 Beds
(6} CON 1792-SCALF - Pleasant Properties, LLG - 16 Beds

(8) AL2012-042, CON 2539-8CALF- Cak Landing - 6 of 11 total beds Heensed

{7} AL2013.009, CON 261 1-SCALF . St. Martin's In the Pines - 16 Beds

{8} AL2013.073, CON 268589-8CALF « Regsency Birmingham - 70 Beds

{8) AL2014-004, CON 2663-8CALF - Chateay Vestavia - 16 Bads

(10} AL2013-012, CON 2615.SCALE - Harltage ALF and Memory Care «16 Bods

(11} AL2014.005, CON 2862-8CALF « Merrill Gardens at Madison - 22 Beds

{12) CON 1865-SCALF . Gardons of Talledega li - Closed 2i7T14- CON Explres 25M5. 16 Bads
{13} CON 2055-5CALF - Ashton Gables - 48 Beds
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* CON 2442-SCALF-E (24 Beds) and Project AL2011-002-E {12 Beds) are the subjects
of litigation. Current status of CON 2442.8CALF.E and Projects AL2010-190,

-182, 193, -195, and AL2011-002.F will not be known until the end of litigation,

Need cannot be caleulated for Shelby County at this time.

Closure dates listed are as reported to SHPDA by the ADPH Division of Provider Services.
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STATE HEALTH PLANNING AND DEVELOPMENT AGENCY

100 NORTH UNION STREET, SUITE 870
MONTGOMERY, ALABAMA 36104

September 18, 2012

MEMORANDUM

T Recipients of the 2004-2007 Alubamet Stae Health Pan
FROM: Alva M. Lambert w’g/
Executive Dircctor

SUBJECT:  Statistical Update to the 2004-2007 AMabama Stare Health Pl

Enclosed are statistical updates (o the 20042007 Alabama Stare Healih Plan. The
following sections should be replaced:

H10-24- 04 Limited Care Facilitios (SCALL. pages HI3-100.

AMIL/Blw

Enclosure: As stated

MAILING ADDRESS: P.O. BOX 303025, MONTGOMERY, ALABAMA 36130-3025
PHONE: (334) 2424103 FAX: (334) 242.4113



Specialty Care Assisted Living Facilities
Bed Need
2012

PopB5& Tolal Total
Oider Beds Licensed CON Net Beds

COUNTY 2018 Needed 8eds  Authorized Needed Notes
Autauga 8,118 32 48 0 {163

Baildwin 40,780 163 125 32 B n
Barbour 5,255 21 0 0 21

Bibb 3,831 18 0 0 18

Blount 10,862 43 34 8 1 {5)
Buliock 1,852 7 0 ¢ 7

Butler 4,041 18 16 0 g

Cathoun 19,338 77 123 17 {63) {35,14)
Chambers 8,856 28 16 0 12

Chearokes 6,645 27 36 0 (9

Chilton 7.884 32 ¢ 0 32

Choctaw 3,246 13 ] 0 13

Clarke 5,071 20 0 0 20

Clay 3,171 13 0 0 13

Cleburne 2,330 12 0 o 12

Coffee 8,480 34 18 0 18

Colbert 10,830 43 45 0 {2)

Conecuh 2,667 11 o 0 11

Coosa 2,323 8 0 0 8

Covington 7,935 32 0 0 32

Creashaw 2,628 11 0 0 11

Cullman 18,717 53 16 0 47

Dale B, 703 35 0 0 35

Dallas 7,470 28 32 0 {3}

Dekalb 12,218 4% 3z ¢ 17

Elmore 11,819 47 0 ] 47

Escambla 6,793 27 0 8] 27

Etowah 18,827 75 52 0 23

Fayette 3,843 15 ¢ 0 15

Eranklin 5,666 23 t] { 23

Geneva 5,628 22 O & 22

Greene 1,646 7 0 ¥ 7

Hale 2,847 11 0 0 11

Hanry 3,488 i4 0 0 14

Houston 16,442 66 32 4] 34

Jackson 10,662 43 16 G 27

Joefforson 96,352 3383 568 8 {191) {7}
Lamar 3,102 12 0 0 12
Lauderdale 17,405 70 32 0 38

Lawrence 8,244 25 0 it 25

Leo 15,386 G2 150 0 {88)
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COUNTY
Limestone
Lowndes
Macon
Madison
Marengo
Marion
Marshall
Motsila
Monros
Montgomery
Morgan
Parry
Pickens
Plke
Randolph
Rusgei

St. Clair
Shelby
Bumter
Tailadega
Tallapoosa
Tuscaloosa
Walker
Washington
Wilcox
Winston

TOTAL

Pop65& Total

Older
20615
11,263
2,354
3,81
48,070
3,802
6,589
15,804
60,145
4,239
31,833
18,882
1,858
3,843
4,807
4,581
7,708
13,432
28,138
2,084
14,200
8,720
23,205
13,545
3,165
2,003
5,159

776,955

NOTES (CONs lssued)

{1} - 2264-8CALF - LifeQuest

Total
Beds Licensad Net Bodsg
Nesded Beds CON Issued Needed
45 32 0 13
9 0 0 9
16 0 0 16
184 224 0 {40}
15 18 0 {1}
26 0 26 0
83 22 0 41
241 285 g (44)
17 0 0 17
128 223 0 (95)
78 82 18 {2)
7 0 & 7
15 0 0 15
20 0 4] 20
13 18 O 2
31 4] 0 31
54 a7 D 17
117 1582 i {35)
8 0 g 8
57 32 0 25
35 48 0 {(11)
93 98 0 {5)
&4 14 G 40
13 G G 13
8 o ¢ 8
2% 16 ¢ 5
3,108 4,864 107 337
of Florence LLC 32 Beds

(2) - 2285-SCALF « Dacatur ALF G

(3) - 2515.SCALF - Lad|
{4) - 2550-8CALF - Pledmont Health
(5}~ 28T1-SCALF - Jacobs House,
{6) - 2586-SCALF - $t. Clair Se
{7} - AL2012-036 - Chateay Ve

18-%ep-12

108

roup, LLE 16 Bedy
#a Manor, LLC 8 Beds

Care Authority 9 Beds
Inc, & Beds

tvices, Ine. 26 Bads
stavia Hills, L1LC € beds

Notes

{6)

@)



Attachment 7:

Population Projections and
Demographic Tables
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1. SUMMARY OF FACTS & CONCLUSIONS

STATEMENT OF SCOPE AND WORK

Danie!l Dorn with Smith/Packett Med-Com, LLC (The Client), has commissioned this
study to determine the level of demand for a proposed independent living, assisted living,
and memory care facility to be located on a tract of land at 1601 Union Chapel Road,
Tuscaloosa, Alabama, 35406, The campus would consist of an independent living and
assisted living facility and have a memory care component.

PERTINENT DATES

LLifective Date

The conclusions in this report are effective as of November 3, 2017.

Report Date

This report was completed on November 20, 2017.

FINDINGS

Pertinent conclusions are as follows:

MARKET AREA DESCRIPTION & ANALYSIS

The proposed retirement community will be located on a tract of land at 1601 Union Chapel
Road, Tuscaloosa, Alabama, 35406, Considering the lack of physical and psychological
barriers, the density of the population, and the number of competing facilities in the area,
we have concluded that a reasonable definition of the Tuscaloosa PMA would be all of
Tuscaloosa County.

Due to the amount of competing facilities in the Tuscaloosa PMA (Tuscaloosa County),

we expect that as much as 70% of the eventual resident population will come from within
Tuscaloosa County.
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SUPPLY AND DEMAND ANALYSIS

The PMA (Tuscaloosa County) is a densely populated area, with a growing elderly
segment. The 65+ population living in the Tuscaloosa PMA represents 14.6% of the total
population and from 2016-2021 this segment of the population is projected to increase by
a significant 24.8%.

Our analysis shows that the PMA currently has four competitive independent living
facilities, ten assisted living facilities, and six memory care facilities inside the Tuscaloosa
County.

According to nationally recognized senior housing demand formulas and methodologies,
we estimate an unmet demand in 2019 for 304 units of independent living, 281 units of
assisted living, and 123 units of memory care. We found there to be two memory care
projects in the development pipeline for the PMA.

DETERMINATION OF ACHIEVABLE RENTAL RATES

The Client proposes to develop the following campus, with unit mix and rental rates as
indicated

arth

it i
Independent Living

Assisted Living
Studio . 22

2 BR ) 802sa.ft, 10 $4,600 $5.74
Sub-Total 74
Menwry Care

6 35,600

TOTAL; 193
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CONCLUSION

For three reasons, we conclude that the Tuscaloosa market presents conditions conducive
for the development and operation of a full-service retirement communily:

1. The demand formulas show that the Tuscaloosa PMA will have an unmet demand of
304 independent living units, 281 assisted living units, and 123 memory care units by
2019. These demand estimates permit the Client to develop the campus proposed
without saturating the market. In all cases, the Client’s proposed campus requires the
absorption of less than half the Unmet demand in the market by the year 2019.

2. The proposed facility would be located at 1601 Union Chapel Road This is a
developing area of town that draws many residents from the region.

As such, we conclude that the proposed development of a new full-service retirement
community at the proposed site is feasible.
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2.  MARKET STUDY PROCESS & SCOPE
INSPECTION

Larry Richardson conducted the physical inspection of the subject and all competitive
facilities in the PMA.

DATA COLLECTION

Three types of data are normally gathered while completing a market study: 1) general, 2)
specific, and 3) competitive supply and demand.

* General Data

General data concerns the social, economic, governmental, and environmental forces that
impact a local community and the potential success of a senior housing community.
General data presented in this market study is found in the Area Description and Analysis
and the Neighborhood Description and Analysis Section. We have gathered the general
data from a variety of sources and publications. The sources are noted in our analyses, and
include the local Chamber of Commerce, city hall, and other community websiies,
Population, income, and housing data were provided by Alteryx Analytics. General data
concerning the neighborhood is also based upon observations made during our inspection
of the neighborhood.

x Specific Data

Data relating to the subject property is referred to as specific data. Documents we have
relied upon for specific data pertaining to the subject were provided by the developer and/or
the architect. Industry data was obtained from finding published by the National Investment
Center for the Senior Housing and Care Industry (NIC), the Assisted Living Federation of
America (ALFA), the National Center for Assisted Living (NCAL), and the National
Alzheimer’s Association.

» Competitive Supply and Demand

Specific comparable data regarding the comparable and competitive facilities in the PMA
has been gathered from each market participant. The extent of the comparable market data
collection process varies for each type of comparable data. Refer to discussions preceding
the presentation of data.
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DATA SOURCES

All population forecasts were derived from data provided by Alteryx Analytics, a
nationwide database service agency providing current and projected population, income,
and household data for any geographic unit, from block groups to Zip codes, to radius, city,
county, state, and national levels. '

National trends in assisted living and memory care unit mix, geographic distribution,
occupancy, and resident profile information was derived from the 2010 Overview of
Assisted Living, published by the National Inuvestment Center for the Senior Housing &
Care Industry, 1997 Annapolis Exchange Parkway, Suite 110, Annapolis, MD 21401,

All memory care demand estimates were derived from nationally accepted formulas used
by senior housing industries. These agencies included:

1. The National Alzheimer’s Association
225 N. Alabama Avenue
Chicago, 1L, 60601 (312) 335-8700

2. Province Valuation Group (PV(), an Tuscaloosa-based research firm
(For further information regarding the PV G research database, call
404-869-6222)

Other documents cited in the report included:

“Prevalence of Memory in the United States: The Aging, Demographic and Memory
study,” Neuroepidemiology 2007, 29: 125-132.

x Bynum, J. “Characteristics, Costs, and Health Service for Medicare Beneficiaries
With A Memory Diagnosis: Report 1: Medicare Current Beneficiary Survey
(Lebanon, N.H.: Dartmouth Institute for Health Policy & Clinical Care, Center for
Health Policy Research, January 2010).

= American Health Care Association, Medical Condition — Mental Status CMS
OSCAR Data Current Survey, June 2008,

» "How Many Americans Have Alzheimer's Disease" Nov. 27, 2007 report from
Alzheimer's Disease FEducation and Referral Center (ADEAR).
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We have relied upon the following documents for factual information pertaining to the
subject:

»  Unit mix and proposed rental rale structure provided by the developer
»  Project description provided by the developer
= Site data, legal description, and land value provided by the developer

We have made a diligent effort to discover any facilities proposed to be constructed in the
market area. The results of our findings are discussed in detail in this report. However, we
cannot guarantee that other projects may be under consideration but have not yet been
announced, The conclusions in this report are based upon data available as of the effective
date.
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3. REGIONAL ECONOMIC ANALYSIS
INTRODUCTION

The proposed subject site is located on the
north side of Tuscaloosa just across the Black
Warrior River in  Tuscaloosa County.
Tuscaloosa is the county seat of Tuscaloosa
County. Tuscaloosa is the regional center of
industry, commerce, healthcare, and
cducation for the area of west-central
Alabama known as West Alabama. 1t is the
principal city of the Tuscaloosa Metropolitan
Statistical Area, wiich includes Tuscaloosa,
Hale and Pickens counties and has an
estimated metro population in 2017 of
241,404, Tuscaloosa is also the home of The
University of Alabama, Stiliman College and
Shelton State Community College. While the
city attracted international attention when
Mercedes-Benz announced it would build its  wewsrasicn

first automotive assembly plant in North America in Tuscaloosa County, the University of
Alabama remains the dominant economic and cultural engine in the city.

Although higher education is the bedrock of Tuscaloosa's economy, the city boasts an
economy based on diverse sectors of manufacturing and service. Twenty-five percent of
the labor force in the Tuscaloosa Metropolitan Statistical Area is employed by the federal,
state, and local government agencies. 16.7% is employed in manufacturing; 16.4% in retail
trade and transportation; 11.6% in finance, information, and private enterprise; 10.3% in
mining and construction; and 9.2% in hospitality. Education and healthcare account for
only 7.2% of the area workforce with the remainder employed in other services,

Tuscaloosa was ranked in the November 2009 issue of Fortune Small Business as one of
the "50 Best Places to Launch a Small Business” (ranked #11 among meiro areas with
populations of 250,000 or less).

The city's industrial and manufacturing base includes BFGoodrich Tire Manufacturing,
GAF Materials Corporation, Hunt Refining Company, JVC America, Nucor Steel and
Phifer Wire among numerous other operations.
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The map below shows the Tuscaloosa MSA:

Tuscaloosa, Alabama MSA
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POPULATION TRENDS

The historical and projected population trends for the Tuscaloosa MSA are charted in the
table below:

Tuscatoosa MSA | 202,990 220,161 13.4% 241,404 4.9% 251,527 n 4.2%
Alabama 4,446,533 | 4,779,733 7.5% 4,910,160 2.1 5,033,381 2.9%

Source: Alteryx Analytics

The population of the Tuscaloosa MSA increased by 13.4% from 2000-2010, compared to
the growth in Alabama of 7.5%. The Tuscaloosa MSA is expected to increase and Alabama
is anticipated to experience continued growth. Future population estimates for the period
2017-2022 for the Tuscaloosa MSA and Alabama are expected to change by an average of
4.2% and 2.9% respectively.

ELDERLY POPULATION

The historical and projected 65+ population trends for the Tuscaloosa MSA are charted in
the table below:

Tuscalooss MSA | 26,756 | 11.6% ] 30136 | 12.9% | 16.4% 37300 | 14.8% ] 19.8%
“Alabama 657792 | 13.8% | 771427 115.7% | 17.3% | 909,122 | 18.0% | 17.8%
Source: Alterys Analytics

The 65+ population of the Tuscaloosa MSA increased by 16.4% from 2010-2017,
compared to the growth in Alabama of 17.3%. In Alabama, the 65+ population represents
15.7% of the tolal population currently (2017), compared to 12.9% for the Tuscaloosa
MSA. Looking ahead, both the Tuscaloosa MSA and Alabama are anticipated to
experience continued growth, with future population estimates reflecting growth rates
similar to those experienced in the past. For the period 2017-2022 the 65+ populations of
the Tuscaloosa MSA and Alabama are expected to increase by an average of 19.8% and
17.8% respectively.,
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EMPLOYMENT

Tuscaloosa has been traditionally known as the Druid City because of the numerous water
oaks planted in its downtown streets since the 1840s. Tuscaloosa is the regional center of
industry, commerce, healthcare, and education in west Alabama. Tuscaloosa is also the
home of the University of Alabama. While the city attracted international attention when
Mercedes-Benz announced it would build its first automotive assembly plant in North
America in Tuscaloosa County, the university remains the dominant economic and cultural
engine in the city, The largest employers in the Tuscaloosa MSA are as follows:

Organization - Product o _Em.}i_loyées
The University of Alabama Higher Education 10,229
DCH Regional Medical Center Medical Services 4,496
Mercedes-Benz U.8. International Automobile Marufacturing 3,600
County Board of Education Public Education 2,300
City Board of Education Public Education 1,426
Michelin/BFGoodrich Tire Manufacturing  Aftermarket Tire Manufacturing 1,379
City of Tuscaloosa City Services 1,309
Veterans Administration Hospital Specialized Health Care 1,079
Northport Medical Center Medical Services 1,078
Phifer Incorporated Aluminum/Fiberglass Screening Manufacturing 1,611

The following table summarizes the current distribution of employment by industry for the
Tuscaloosa MSA:

Tuscaloosa MSA Estimated Employment (in 000’s)
Industry Apr 2017 Sept 2017 Ap‘:‘f; ﬂ";“‘:ﬁ‘t’l .
Mining, Logging, & Construction 6.0 6.1 0.1
Manufacturing 104 ] 17,1 0,7
Trade, Transportation, & Utilities 16,0 16.5 0.5
Information 0.7 0.7 0.0
Financial Activities 4.0 4.0 0.0
Professional & Business Services 1.0 11.3 0.3
Bducation & Health Services 9.0 .0 0.0
Leisure & Hospitality 11,6 123 0.7
Other Services 3.5 34 -3.1
(iovernment 283 289 0.6
TOTAL i 106.5 | 109.3 | 2.8

SOURCE: Bureau of Labor Statistics

Total nonfarm employment for the Tuscaloosa MSA increased by 2,800 jobs from April
2017 to September 2017. Six indusiries experienced growth, with the highest being in
Manufacturing and Leisure/Hospitality sectors, which grew by 700 jobs each.
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UNEMPLOYMENT

The unemployment rate for the Tuscaloosa MSA is 3.1% (September 2017) which is below
the U.S. average of 4.2%, and below the Alabama average of 3.8%. Of the 13 MSA’s in
Alabama, the Auburn and Huntsville MSAs reported the lowest unemployment rate at
2.9%, and the Columbus MSA reported the highest unemployment rate at 4.9%.

1. Auburn MSA 2.9%
2. Huntsville MSA 2.9%
3. Daphne-Fairhope-Foley MSA 3.0%
4. Tuscaloosa MSA 3.1%
5. Birmingham MSA 3.1%
0. Decatur MSA 3.2%
7. Montgomery MSA 3.3%
8. Dothan MSA 3.4%
g, Gadsden MSA 3.4%
10, Florence MSA 3.6%
il. Anniston-Oxford-Jacksonviile MSA 3.8%

Alabama State 3.8%
12, Mobile MSA 4.0%

United States 4.2%
13. Columbus MSA 4.9%

SOURCE: Bureau of Labor Statistics

HOUSING MARKET

According to Zillow.com, an online real estate search engine, the median list price for the
Tuscaloosa MSA as of October 2017 is $145,000. This figure represents an 0.5% decrease
from the previous year. The table below compares the real estate trends for the Tuscaloosa
MSA, Alabama, and the USA:

Tuscalooss MSA $145,000 (.5 1.2%
Alabama 5126.000 3.6% 3.0%
United States £202.700 6.9% 3.1%

Source: Zillow.com as of Qctober 2017

INCOME TRENDS

Pertinent income data is as follows:
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“Tuscaloosa MSA $63,003 $46.001 $25.66]
Alabama $63,095 45461 $25,455

Source; Alteryx Analytics

The current Tuscaloosa MSA income levels are nearly identical to the statewide average

in all three categories.

CONCLUSION

The Tuscaloosa MSA appears to have a strong and stable economy. The unemployment
rate is below the national average, The jobs market is improving, and income levels are on
the rise. The Tuscaloosa MSA economy looks to improve over the next few years.

SENIOR MARKET RESEARCH ASSOCIATES
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4., MARKET AREA DESCRIPTION AND ANALYSIS

DELINEATION OF PRIMARY MARKET AREA

The proposed facility is to be located near at 1601 Union Chapel Road, Tuscaloosa,
Alabama, 35406, This is located in the north side of Tuscaloosa County in a rural
residential neighborhood.

The Primary Market Area (PMA) for any type of retirement community is generally
defined as the geographic area from which the majority of the project’s residents will be
drawn (majority is usually defined as 75-80% of the facility’s residents). For the most part,
the primary market area of a retirement community is determined by the density of the
population, the proximity of competing properties, and the ease of transit in the surrounding
area. The PMA for urban facilities is generally from 5 to 10 miles, for suburban facilities
5 to 20 miles, and for small towns and rural facilities 20 to 30 miles. This is illustrated by
the table below:

11 to 235 Miles

SOURCE: The dssisted Living bzdusirv, 2(}09 Overview

Several factors tend to define a market arca. One important factor is density. In rural areas,
it may be many miles between towns large enough to sustain services, and the residents are
accustomed to driving significant distances to access services. On the other hand, in urban
or suburban areas a resident may have a choice of competing facilities within a short drive
of his or her home, and will normally select the more convenient facility.!

Physical barriers can also shape market areas. For example, rivers, lakes, streams, military
bases, and major highways are all barriers that can frame or define the boundaries of market
areas. Barriers can also be psychological. For example, it is common for state and county
lines, while invisible, to restrain the movement of prospects.

Assistsed Living Manual (Published by Assisted Living Federation of America) and Infegrated Senior
Care: Assisted Living and Long Term Care Manual (Published by Thompson Publishing Group). These
radii are also supported by the criteria used by many national developers of congregate care facilities.
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The location of competing facilities is also a factor to consider. In market areas served by
several competing facilities, the primary marketl area for an individual facility will be
smaller since residents need not travel a substantial distance to access a convenient facility.

PHYSICAL BARRIERS

The Black Warrior River runs east-west through the middle of Tuscaloosa with only three
major crossing points. Other than that, there appear to be no physical barriers that would
prevent a prospective resident from coming to the Tuscaloosa site location.

PSYCHOLOGICAL BARRIERS

There appear to be no psychological barriers that would prevent a prospective resident from
coming to the Tuscaloosa site location. We do not see county lines as a psychological
barrier.

LOCATION OF COMPETING FACILITIES

Within the Tuscaloosa PMA (Tuscaloosa County), there are four comparable independent
living facilities, ten assisted living facilities, and six memory care facilities. This indicates
that residents in this region have a moderate selection of senior housing options from which
to choose.

MARKET AREA DELINEATION CONCLUSION

Tuscaloosa is a unified and monolithic population hub, serving as the destination for
shopping, entertainment, medical, and social outlets for virtually everyone living in the
county. Considering the lack of physical and psychological barriers, the density of the
population (151 persons per square mile), and the number of competing facilities in the
area, we have concluded that a reasonable definition of the Tuscaloosa PMA would be all
of Tuscaloosa County. We anticipate that the majority of clients for the proposed retirement
community (perhaps as much as 70%) will come from within the county, especially in light
of the fact that there are no other comparable senior housing campuses within a 25-mikle
radius of the city of Tuscaloosa.

The following is a map showing the boundaries of the PMA (Tuscaloosa County).
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Tuscaloosa, Alabama Primary Market Area
(Tuscaloosa County)
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HISTORY AND CHARACTER OF AREA

Tuscaloosa is a city in and the seat
of Tuscaloosa County in west
central Alabama Located on the
Black Warrior River at the Atlantic
Seaboard fall line of the Piedmont,
it is the fifth-largest city in
Alabama, with an estimated
population of 99,543 in 2016.

Tuscaloosa is the regional center of
industry, commerce, healthcare,

and cducation for the area of west-

central Alabama known as West

Alabama, It is the principal city of

the  Tuscaloosa  Metropolitan

Statistical Area, which includes Tuscaloosa, Hale and Pickens counties and has an
estimated metro population in 2017 of 241,404, Tuscaloosa is also the home of The
University of Alabama, Stillman College and Shelton State Community College. While the
city attracted international attention when Mercedes-Benz announced it would build its
first automotive assembly plant in North America in Tuscaloosa County, the University of
Alabama remains the dominant economic and cultural engine in the city.

Tuscaloosa has been traditionally known as the "Druid City" because of the numerous
water oaks planted in its downtown streets since the 1840s. The city has also become
known nationally for the University of Alabama's success in sports, and particularly in
football, City leaders adopted the moniker "The City of Champions" after the Alabama
Crimson Tide football team won the BCS National Championship in their 2009, 2011, and
again in their 2012 seasons. The Tide won the College Football Playoff in the 2015 season.

In recent years, Tuscaloosa has been named the "Most Livable City in America," one of
Ammerica's "100 Best Communities for Young People,” one of the "50 Best College Towns,"
and one of the "Best Places to Launch a Small Business."

POPULATION GROWTH

Within the Tuscaloosa PMA (Tuscaloosa County) the total population is estimated to be
204,639 (2017 estimate). The population density is about 151 persons per square mile,
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which is much higher than the Alabama state average of only about 95 persons per square
mile.

PMA 194,633
Alabama 4,779,733
Source: Alteryx Analytics

204,639
4.910,166

5.1%
2.5%

215,131
5,053,581

Between 2010 and 2017, the PMA population incredsed by 5.1%, while the state as a whole
increased by 2.5%. Looking ahead, the PMA is expected to increase by 5.1% over the next
five years while Alabama as a whole is expected to increase by 2.9%.

ELDERLY POPULATION GROWTH

Within the Tuscaloosa PMA the 65+ population is estimated to be 24,616, which is 12.0%

of the total population living in this area. This is lower than the state average percentage,
which is 15.7%.

34 ] ]
18.0%

30.(
909,122

16.9%
17.3%

10.8%
13,87

PMA 21,050
Alabama 657,792
Source; Alteryx Analytics

24,616
771,427

15.7%

Between 2010 and 2017, PMA 65+ population increased by 16.9% while the state
increased by 17.3%. From 2017-2022 the 65+ population in the Tuscaloosa PMA is
projected to continue to grow by 22.0%, while the state as a whole is expected to increase

by 17.8%.
HOUSEHOLD GROWTH

Household growth figures are as follows:

PMA

76,140

82,008

%

87,942

Alabama

1.883,786

1,934,121

2.5%

2,011,204

Source: Alteryx Analytics
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Between 2010 and 2017, PMA household growth was higher than the statewide average.
From 2017-2022 the number of households in the PMA is projected to continue to increase
by 7.2%, while the state as a whole is projected to grow by 4,0%.

Senior Household Growth

Senior houschold growth figures are as follows:

PMA 13.885 16.454 18.5% 20,005 21.6%

Alabarna 438,808 510,939 16.4% 597,349 16.9%
Source: Alteryx Analytics

Retween 2010 and 2017, PMA senior household growth showed 18.5% while the state as
a whole which increased by 16.4%. From 2017-2022 the number of senior households in
the PMA is projected to continue to grow by 21.6% while the state as a whole is projected
to grow by 16.9%.

INCOME LEVELS

Pertinent income data is as follows:

PMA $66.204 $48.814 $27,109
Alabama $63,993 $45,461 $23.455
Source: Alteryx Analytics

Current PMA income levels are higher than statewide averages in all three categories.
HOUSING MARKET

According to Zillow.com, an online real estate search engine, the home value index for
Tuscaloosa County as of October 2017 is $146,500. This figure represents an 0.4%
decrease from the previous year and a 1.1% projected increase over the next year. The table
below compares the real estate trends for Tuscaloosa, Alabama, and the USA:
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mory

Tuscaloosa County $146,300 -0.4% 1.1%
Alabama £126,000 3.6% 3.0%
United States $202,700 6.9% 3.1%

Sowurce: Zitlow.com as of June 2017

CITY SERVICES & AMENITIES

Shopping and Recreational Activities

Tuscaloosa known as the shopping destination in the state of Alabama. It includes the major
retail destination for the region, the University Mall, along with several other shopping
centers and malls,

Maior Malls & Shopping Centers include:

University Mall is the largest mall in western Alabama. It is located at the intersection of
MeFarland Boulevard and Veterans' Memorial Parkway in Tuscaloosa, the busiest in the
city.

MecFarland Mall is a regional 497,000-square-foo L-shaped shopping mall on Skyland
Boulevard (U.S. Route 11) in Tuscaloosa, Alabama. Located near the interchange of
Interstate 20/59 with McFarland Boulevard (U.S. Route 82).

Midtown Village is a premier shopping and dining destination for visitors and a gathering
place for the community since 2007,

Medieal Services

Northport is served by the Northport Medical Center (2700 Hospital Drive, Northport,
AL 35476). This 204-bed hospital has been a part of the DCH Health System since 1992,
The facility houses several important specialty services, in addition to the full range of
inpatient and outpatient services

Tuscaloosa is served by DCH Regional Medical Center (809 University Blvd,
Tusecaloosa, AL 35404). DCH Regional Medical Center is a general medical and surgical
hospital in Tuscaloosa, AL, with 684 beds. Survey data for the latest year available shows
that 134,115 patients visited the hospital's emergency room. The hospital had a total of
33,038 admissions. Its physicians performed 6,477 inpatient and 11,244 outpatient
surgeries.
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Nursing Homes

The four nearest nursing homes to the proposed site are listed in the table below.

TUSCALOOSA, ALABAMA
Nursing Home Summary

Heritage Health Care & Rehab 216
1101 Snows Mill Avenue, Tuscaloosa, AL 35406 {205) 759-5179

Forest Manor 182
2215 32nd Street, Northport, AL 33476 (205) 339-5400

(ien Haven Health And Rehabilitation 200
2201 32nd Street, Northport, AL 35476 (205) 339-5700

Park Manor Health And Rehabilitation 152

2201 Mefarland Boulevard , Northport, AL 35476 (205) 339-5300

SUITABILITY OF LAND USKE

Several factors are considered when evaluating the suitability of a site for retirement
community development. The selection of the site is critical because location affects the
convenience for families, the visibility of the facility to drive-by traffic and potential
customers, the desirability, and the cost of development. Site selection is one of the
development decisions that are entirely within the discretion of the development team.

The location of the facility is clearly not the only factor that will influence the future
success of a retirement community. Other factors include the quality of the management
team, the dedication of the staff, and the good will of the community, However, the focation
of the retirement community will impact the relative appeal of the facility in the eyes of
the family members as they choose which facility to place their loved one, and since the
choice of sites is entirely within the control of the development team, it becomes a vital
ingredient in the carly planning of the health care center.

The site for the proposed Tuscaloosa retirement community was evaluated to assess the
overall appeal the site offers in atiracting prospects to the proposed facility. In this regard,
the proposed site offers the following positive features that will enhance the marketability
of the community:
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Positive Sife Features

Residential Ambiance — An important factor that contributes to the desirability of a
site is the overall neighborhood ambiance. People want to live in neighborhoods that
possess strong residential features, such as quality homes nearby, mature residential
landscaping, ponds, sidewalks, and reduced traffic, Sites that have a commercial or
industrial ambiance will tend to detract from customer appeal. 1f the site is adjacent
to a factory, warehouse, railroad tracks, commercial/office buildings, auto salvage lot,
utility substation, high tension power lines, or an industrial storage lot, the eye sore
will discourage prospects from getting excited about taking residency and inviting
their friends to come and visit.

Most communities have areas that people prefer to call “home” and areas that are
generally thought of as “the wrong side of the tracks”. Try to avoid placing your
facility on “the wrong side of the tracks”. Choose neighborhoods that are well
regarded and popular, places with a strong residential (rather than industrial) Teel.

We are satisfied that the Tuscaloosa site is located in a low density residential
neighborhood surrounded by lots of undeveloped land which will give a residential
feel. There arc also nearby apartment complexes and another assisted living facility.

Health Care Access — Families appreciate knowing that their loved ones will be
living in close proximity to health care centers, such as hospitals, so that in the event
of a medical emergency, medical personnel can reach their loved one quickly. They
will enjoy greater peace of mind knowing that the retirement community is within
easy reach of a nearby hospital.

In this regard, the Tuscaloosa site sits just under 2.75 miles north of Northport
Medical Center.

Proximity to City Services - Much of the success of a retirement cornmunity will
depend on the desirability of the site in the eyes of the public (both for the future
residents and employees). Proximity to city services helps to establish such “appeal”.
For the residents, these services include proximity to a hospital and nursing homes
(since these serve as vital referral sources). Visiting doctors do not want o have to
travel very far to visit their patients, so placing a retirement community close to the
medical district will foster more frequent visits by attending physicians. Other
important city services include restaurants, shopping, churches, banking, and
entertainment. For employees, the facility should be close to cating establishments
(for lunch breaks), and public transportation (for those who need a ride to get to work).
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Some retirement communities thrive in remote locations, due to the aesthetic beauty of the
surrounding area, and the fact that the community is self-contained with most of the
services an individual might need. But in general, it is advisable to locate the facility close
to vital city services rather than placing it “oul in the middle of nowhere”,

The proposed site for the Tuscaloosa facility enjoys close proximity to a host of city
services less than two miles away along McFarland Blvd (US 82).

4. Visibility - As is true with most businesses, a retirement community is benefitted by a
certain degree of visibility that allows the general public to see the facility regularly as
they drive by on a daily basis. On balance, high visibility is helpful, but not necessary, for
the marketing of a retirement coramunity. Sometimes visibility is obtained only on busy
commercial streets that would not be suitable for senior residents. Nevertheless, keep
visibility in mind as you evaluate potential sites. When it comes time for the public to
seek senior housing, you would like your name to be the first one that pops into their mind
- and that often happens when your business is seen every day as people drive to and from
work.

There are always exceptions to this rule of thumb, Many retirement communitics are
located on secondary streets and rural locations, far from the crowded streets and steady
drive-by traffic. While some of these facilities survive quite well, the competitive urban
markets tend to favor those facilities that are frequently seen. Just remember that visibility
always helps and rarely hurts a project.

The proposed site is located near the intersection of CR 47 & CR 62, two important roads
in the northern region of the county. This will assure the project reasonable visibility to
the routine drive-by traffic of local residents.

SENIOR MARKET RESEARCH ASSOCIATES
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CONCLUSION

Considering the lack of physical and psychological barriers, as well as the number of
competitive facilities in the area, we have concluded that an appropriate primary market
area (PMA) to be all of Tuscaloosa County. In this market, we belicve that the majority of
demand will come from the county.

The senior segment of the Population is growing. Over the next five years (2017-2022) the
65+ population is projected to increase by 22.0%.

The affluence in the Tuscaloosa PMA is above average as the median household income
is 348,814, which is higher the statewide average. This level of affluence promises to
provide an income-qualified prospect pool for the proposed facility.
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S. CURRENT INVENTORY AND ANALYSIS
SENIOR HOUSING SPECTRUM: AN OVERVIEW
The senior housing sector is generally composed of six segment types, defined by the level

of care and amenities provided in conjunction with the living setting. The industry has
developed well-defined business models for cach segment.

= The Senior Housing Continuum wesp

Active Adult Communities and Senior Apartments (for-sale and for-rent): Active adult
communities are typically condos, co-ops or single-family homes with minimal or no
services offered. These communities have an age requirement of 55-plus and offer a
number of amenities, such as clubhouses, which appeal to active adult homeowners. Senior
apartments tend to be larger, multi-unit facilities with a rental payment structure. In
addition to age restrictions, many communities have income restrictions because they are
developed under low-income housing tax credit programs.

Independent Living Facilities (ILFs): Also known as congregate care facilities, ILFs
offer a multi-family design to those seniors who are less active and who may have difficulty
with routine housekeeping. These facilities are similar to senior apartments, but offer
several additional services, such as meals, housekeeping, transportation and organized
group activities. Residents typically rent apartments at ILFs at a premium to local market
rents in order o cover the cost of common area charges and the additional services
provided.

Assisted Living Facilities (ALFs): ALFs are multi-family properties with personalized
support services for seniors. Typically, ALFs cater to individuals who need assistance with
daily activities, but do not require nursing home care. The units and COMMON areas are
designed to accommodate a higher level of support, while still retaining the characteristics
of residential apartments, ALFs are a cost-efficient alternative to in-home care because
they primarily provide non-medically intensive support activities. A property that
specializes in the care of residents with Alzheimer’s or other forms of dementia i also

SENIOR MARKET RESEA RCH ASSOCIATES 28
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considered an assisted living property. These memory care facilities can be freestanding
propertics or wings or floors within a traditional assisted living property.

Skilled Nursing Facilities (SNFs): SNFs provide the highest level of care, are hospital-
like in nature and are, consequently, the most expensive of all senior housing options. In
addition, SNFs are also the most highly regulated of the senior housing facilities, typically
requiring state licenses, Many SNFs offer acute and intensive medical care, and post-
hospitalization and rehabilitation therapies. Medicare and Medicaid programs cover a large
portion of these expenses, with such government reimbursements accounting for a
significant portion of revenue at these facilities.

CommUNITIES OVERVIEW

The following senior housing campuses were surveyed in Tuscaloosa County:

Martinview Assisted Living

2015 32 Street, Northport, AL 35476 (205) 333-0085
Novth River Village

2 | 5810 Rice Mine Road NE 1997 12 37 s
Tuscaloosa, AL, 35406 (205) 759-9875
Morning Pointe

3 | 1801 Rice Mine Road 2000 --- 30 24
Tuscaloosa, AL 35406 {2035} 3451112
Heritage Village

4 1 1001 Snows Mill Ave 1985 - 5 e
Tuscaloosa, AL 35406 (203) 349-1011
Crimson Village

1410 18" Ave, T uscaloosa, AL 35404 {203) 632-6699
Brookdale Northport

951 Rose Dr, Northport, AL 35476 (205) 330-1700
Pine Valley Retirement Community

7 | 800 Rice Valley Rd N 1987 98 15 ---
Tuscaloosa, AL 35406 (205) 349-8700

g Hambrick Highlands

755 55" Place East, Tuscaloosa, AL 35405 {205} 469-1828
Regency Retirement Village

9 | 5001 Oid Montgomery Hwy 1992 26 06 26
Tuscaloosa, AL 35405 (205) 752-5500

10 Capstone Village

601 5™ Ave I, Tuscaloosa, AL 35401 (205) 3470057

1987 16 16

2014 - 76 32

1999 - 68 Il

2010 3

2005 130 13 l6

TOTAL: | 266 354 125

ILF = Independent Living Facility ALF = Assisted Living Facility
MC = Memory Care
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INDEPENDENT LIVING

Currently, there are four competitive independent living facilities operating within the
Tuscaloosa PMA, offering a total 266 units and a current combined average occupancy of

o

96.2%. The table below summarizes the information for these facilities:

DENT LIVING FACILITIES

Regeney Retirement Village H ; . 436
5001 Old Montgomery Hwy 26 24 - $2,179 52’ 3 0"
Tuscaloosa, AL 315405 {205) 752.3500 ’
Capstone Village
GO1 5% Ave E, 130 124 S‘éfgz” $§f§fs"
Tuscaloosa, AL 35401 {205) 347-00357 ’ ’
Pine Valtey Retirement Community
800 Rice Valley Rd N 98 96 $$12’602550‘ %320205'
Tusealoosa, AL 35406 {208) 349-8700 ’ ’
North River Village
5810 Rice Mine Road NI 12 12 e | % -
Tuscaloosa, AL 35406 (208) 7599875 ” -
- 256
Total: 266 (96.2%)

Below is a brief synopsis of the independent living facilities operating in the Tuscaloosa
PMA:

l. Regency Retirement Village, This retirement community has been in operation since

1992, 1t is a two-story  structure
{(which houses the assisted living and
memory care components), as well as
26 patio homes. The main building
has a brick exterior with a covered
entry, moderate landscaping, and
average curb appeal. The facility is a
bit dated and looking worn and tired.
The patio homes are located behind
the main building lined up in a row
along a cul-de-sac. The homes are all
single-story structures with small
front yards. Some of the homes come
with a garage.

MAIN BUILDING

The rental rates for the patio homes are summarized below;
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1 BR 690sq. fi.  $2,179
2BR/IBa 875sq.ft.  $2,436
2BR/I5Ba875sq. ft.  $2.450
2BR 1,010 sq. ft.  $2,730

2 Person Fee: $700
Community Fee: $1,200
Pet Fee: $750

The services included with the rent:

» All Utilities

~ » Basic Cable

* Three meals a day

* Wi-Fi connection

* Scheduled Transportation
* Activities Program

* Maintenance of the homes
* Access to all ALF amenities in the main building
* Weekiy housekeeping and laundry service

Typical Patio Homes

The assisted living units come in the following sizes and rents:

Unit Type Unit Size Base Rent  Level of Care Fees
Companion Studio 241 sq. fi, $1,788 Level 1: $350
Standard Studio 225 sq. ft, $2,639 Level 2 $500
Deluxe Studio 340 sq. ft. $3,150

I BR 550 5q. fi. $3,750

2% Person Fee: $700

Community Fee; $1,200

Memory care fees are as follows:

Companion Room 241 sq. ft. $3,497
Private Room 225 5q. f1. $4,820
Respite Care $250 per day

ta2
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2. Capstone Village. This full-service retirement community is located at the
intersection of University Blvd. |
And 6™ Avenue E., at the eastern
edge of the University of Alabama
campus, just north of the Druid
City Hospital. This elegant
retirement community operates in
affiliation with the University of [8
Alabama, and consists of 108
independent living apartments, 22
patio homes, 13 assisted living |
units, and a 16-berd memory care
facility. It opened in 2005 and
enjoys near capacity occupancy in
all three components,

The main building is a four-story structure with brick exterior, white columns above
the front entrance, a handsome covered entry, ample landscaping, and superior curb
appeal. The community operates on a straight monthly rental basis, with no large
entrance fee required for admission. The rental rates are summarized below:

Unit Type Unit Size Rental Rate
Apariments

I BR 758 sq. 1t §2,675
I BR 855 sq. 1t $2,825
I BR Large 958 sq. ft. $2,930
I BR Large 1,000 sq. ft. $3,150
2BR 1,096 sq. ft. $3,355
2BR 1,196 sq. ft. $3,480
2BR 1,398 sq. 1. $3,960
2 BR Large 1,485 sq. ft. $4,190
2 BR Large 1,638 sq. ft. $4,380
2 BR Large 1,936 sq. ft. $4,550
Patio Homes

2 BR/2 Bath 1,445 sq. fi. $4,425
2 BR/2 Bath/Den 1,725 sq. f1. $4.615
2" Person Fee: $ 500

Community Fee: $3.500 (81,000 for 2 person)

SENIOR MARKET RESEARCH ASSOCIATES
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The amenities are extensive:

* Concierge * Atrium with Fireplace & seating

* Outdoor covered patio * Library & Computer Center

* Beauty & Barber Salon * Woodworking Shop

* Lounge & Coffee Shop * Activity Room for Arts & Crafis

* Card Room * Exercise Room

* Guest Suites * 10% discount at Bama dining locations

* 10% discount at University supple store

* Discounts for tickets to sporting events

* Discounts for theairical productions

* Free audited UA classes where applicable

* Free access to CrimsonRide Shuttle Bus

* Scheduled transportation to medical, shopping
* Room Service when necessary

* Priority to health care services, ALF & MC

Pine Valley Retirement Communpity. This retirement community has been in
operation for over 30 years, It consists of g two-story apartment building with brick
exterior, canopy awning at the
entrance, moderate landscaping,
and good curb appeal. The
Campus  also  features a
neighborhood of 38 patio homes
which, along with the 60
apartments, provides a total
inventory of 98 independent
living units. Also contained in
the apartments building is an
assisted living wing with 15
units,  The campus is  well
maintained but is showing its
age.

Typical Patio Home

The independent living options are summarized below.

Unit Type Unit Size Monthly Rent
I BR 475 sq. ft. $1,625

1 BR - Large 705 sq. 1t $2,050

2BR 900 sq. fi, $2,300

2" Person Fee: $500

L%}
)



Services included with the rent:

* 24-hr nurse on site

* Emergency response systems
* Maintenance-free homes

* Landscaping & Grounds keeping
* Weekly housekeeping

* Weekly laundry service

* Scheduled Transportation

* Basic Cable TV

* Electricity

* Water/Sewer

* Trash and Garbage Removal

Apartment Building
Meal plans are available for an extra charge.
Breakfast:  $115 per month
Lunch: $185 per month
Supper: $135 per month

Patio Home options are summarized below;

Unit Type Unit Size Monithly Rent
1 BR 740 sq. ft. $2,150

2 BR 925 sq. fi. $2,400

2 BR - Large 1,166 sq. f1, $2,600

2 BR - Deluxe 1,480 sq. ft. $3,225

2™ Person Fee: $500

SENIOR MARKET RESEARCH ASSOCIATES 34




North River Village. This modest community is located at the northern edge of the

Tuscaloosa market. It has heen
open since 1997 and offers a small
independent  living apartment
building with 12 units, as well as 3
separate single-story building for
assisted living with 37 rooms. The
independent living building is a
single-story structure with brick
exterior, covered entry, moderate
landscaping, and average curb
appeal. The campus has a large
front yard with ample walking
space. The asphalt driveway and
parking area is showing its age,
with cracks and signs of erosion.
follows:

Unit Type Unit Size
1 BR 647 sq. ft.,
] BR 707 sq. ft.
2BR 845 sq. f1.
2BR 914 sq. ft.
Community Fee:

Pet Fee:

The independent living units are priced as

Monthly Rent
$1,494

$1,591

$2,184

$2,245

$1,000

$100

All utilities are included with the rent, but meals are extra:

1 Meal per day $145 per month
2 Meals per day $295 per month
3 Meals per day $445 per month

SENIOR MARKET RESEA RCH ASSOCIATES
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Unit Size Analysis

The unit sizes for the above retirement communities are compared in the table below:

Linit Size Analysis

Regency Retirement Vi:il-age o 690 — 875 - I,GJ-O
Capstone Village e 758 - 855 958 - 1,000 1,096 - 1,936
Pine Valley Retirement _— 475 705 900 - 1,480
North River Village o 647 707 B45-914
Market Average: -~ T T T | 68ssqt, | 8425q M. L L1328 Bt |

Rental Rate Analysis

A K VAN He i? rd
Regency Retirement Village $2,179 52,436 - $2,730
Capstone Village o $2,675 ~2,825 | $2,930-$3,150 $3,355 . 4,613
Pine Valley Retirement - 51,625 $2,050 $2,300 - $3,225
North River Village - $1,494 $1,591 $2,184 - $2 245

'*M%irkétﬁvéﬁlgé%ﬁ e PR Poosa 1600 - 15 %2430 J U RERG

Analysis of Services

In order to make a balanced comparison of the value of each facility’s prices, we must
compare the services that are included with the monthly fee. Facilities that charge a higher
price but offer more services may be a better value than those that charge a slightly lower
fee but skimp on services. The table beloyw summarizes the critical services customarily
offered at an independent living retirement community, in order to compare the value

o

acility surveyed in this report,

offered by each f

Regency Retirement Village 3/day Wkiy Yes Yes S WE
Capstone Village Hday Bi-Wkly NO Yes 5 W E
Pine Valley Retirement o Wkly Yes Yes S, W, E
North River Village e Wkiy Yes Yes S, W E

S=sewer W=water E-= electricity
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ASSISTED LIVING FACILITIES

Driven by an aging population and other major social and demographic changes, as well
as by increased technological support for preventing the premature institutionalization of
senior adults, a variety of alternative living arrangements are being developed in America
today. Itis true that a significant proportion of the elderly are able to, and choose to, remain
in their own homes. Some require the added support of home health care services to
achieve this, and will continue to pursue this option as long as they are physically and
Iinancially able to do so,

A smaller percentage of seniors (perhaps 5 - 6%) choose skilled nursing facilities, where
nursing care and other medical services are available on a 24-hour basis. However, some
industry experts believe that as may as 20 - 30% of nursing home residents would be more
appropriately placed in a less clinical, more residential environment, for several reasons:

L. A residential option, like an assisted living facility, is generally less expensive
than a nursing home;

2. An assisted living facility offers a more social environment that encourages
greater human interaction and activities:

3. An assisted living facility fosters greater independence and self-esteem, which
helps to slow the aging and deterioration process,

For many seniors assisted living facilities are fillin g an important housing and health care
need. The assisted living industry is rapidly changing in response to resident needs, family
expectations, and the evolving health care environment. Once characterized as “board and
care’ homes providing minimal healih services, today assisted living facilities provide
private apartments, 24-hour individual assistance designed to meet each resident’s
scheduled and unscheduled needs. These services include:

*Three meals per day prepared and served in a central dining room

*Weekly housekeeping and linen service

*24-hour €mergency response

*Medication reminders

*Transportation to medical appointments and outings

*Assistance with activities of daily living (dressing, bathing, walking, toileting,
grooming, eating, etc.) as needed

Given the low cost of assisted living in comparison to home health and nursing care, and
given the relative perceived value attributed to the assisted living option, it ig becoming a
more popular and readily available service in most communities. The tables below
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compare the advantages and positive features associated with assisted living in relation to
home health and nursing care.

Perceived and Real Advantages
For Each Type of Care

e Hen ed Laviirg: uESinECa;
Services are provided in the A residential, non-institutional Highly skilled medical care is
Customer’s home atmosphere availabie,
A wider variety of personal choices | 24-hour care and security are A wide range of services are
are offered offered. offered on site.
The custorrer can remain Socialization with other residents | 24-hour medical monitoring is
independent fonger and can age in is available through both physical provided,
place. bresence and activity programs,
Increasing Medicare payment On-site support services are Peace of mind is provided for
options are available. offered, family members,
Customers can purchase only needed | Peace of mind is provided for
services, family members,

In addition to the advantages of each of the above service options, each option carries with
it certain perceived disadvantages:

Pereeived and Real Disadvantages
For Each Type of Care

e Healths sisted:Livin ngCard e
Services are very expensive if not Services are expensive; the The setting is institutional and
cavered by a third party payer. cost is not covered by socialization opportunities with

Medicare; there is no adequate | fellow residents are limited.
federal or state reimbursement
There is a limited amount of off-site | 1 is sometimes difficult for an Many of the room are semi-private,
services (L.e. medical) aclive spouse to aceept, offering very little space for home
furpishing
Only intermittent care is provided. The customer must move from | There is an overall lack of privacy.
home,
There is a lack of socialization Often perceived as an “old Residents often feel a lack of dignity
opportunities person’s place” and decision-making opportunity,
i some cases there is a perceived There is oflen no medical care | SNF's are ofien perceived as places
lack of caring by care givers, available on sits, where people go 1o die
Customers often feel an invasion of [ There may be a lack of The customer must move from
privacy if the services are arranged privacy and a surrender of & home.
by adult children, certain amount of
independence,
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Tuscaloosa Competitive Analysis

There are ten assisted living facilitics operating in the Tuscaloosa PMA, offering a total of
354 units and a current stabilized occupancy of 90.0%. The table below summarizes the
information for these facilities.

ASSISTED LIVING FACILITIES

Mariinview Assisted Living
2015 32* Street, Northport, AL 35476 16 16 £2,375 - -
(205) 333-0085
Nerth River Village
5810 Rice Mine Road NI 37 27 $3,245 $3,965 e
Tuscaloosa, AL 35406 (205) 7599875
Morning Poinic

1801 Rice Mine Road 30 27 $2,363 £2,695 o
Tusealoosa, AL 35406 (203) 3451112

Heritage Viliage

1001 Snows Mill Ave 5 15 $1.950 — e

Tuscaloosa, AL 35406 (205) 349-1011
Crimson Village

§2,300~ | $2,700 -

1410 18% Ave, Tuscaloosa, AL 35404 76 75 $4,200
L] 3 - ? A

(205) 632-6699 $2,400 $4,100

Brookdale Northport

951 Rose Dr, Northport, AL 35476 68 63 $2,240 $2,580 $3,180

(203) 330-1700

Fine Valley Retirement Community
800 Rice Valley Rd N i35 14 $2,850 e -
Tuscaloosa, AL 35406 {2053 349-8700
Hambrick Highlands

735 55 Place Fast, Tuscaloosa, AL 35403 18 & 52,700 53,100 wmerm
(205) 469-1828

Regency Retirement Village

5001 Old Montgomery Hwy 66 50 %’6}3590‘ $3,750
Tuscaloosa, AL 35408 {205) 752-5500 o
Capstone Village
601 5" Ave E, Tuscaloosa, AL 35401 13 i3 $2,745 - —
{205} 347-0057

318

Totak: 354

(88.0%)

The following is a brief description of the facilities in the table above:
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l.  Martinview Assisted Living. This modest facility is comprised of twin buildings
Jjoined by a covered brecyze way,
each with 16 rooms (so designed to
avoid the more stringent licensure
requirements imposed on facilities
with more than 16 rooms). The
facility offers 16 assisted living
rooms and another 16 room in the
companion building for memory
care residents. The resident rooms
are all very small sleeping rooms
(each with a private bathroom), The
facility amenities are very limited.
The facility has been open for over
30 years and is literally surrounded
by three nursing homes (Park Manor, Glen Haven, and Forest Manor), which should
guarantec the facility an excellent referral network. The neighborhood is largely
commercial. The facility sits virtually at the intersection of McFarland Bivd. and Route
69 (Bridge Avenue). '

Each room rents for $2,375 a month (all inclusive).
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North River Village. This modest commumty is located at the northern edge of the

Tuscaloosa market. It has been
open since 1997 and offers a
small  independent  [iving
apartment  building with 12
units, as well as a separate
single-story  building  for
assisted living with 37 rooms.
The assisted living building is a
single-story structure with brick
exterior, covered entry,
moderate  landscaping, and
average curb appeal. The
campus has a large front yard
with ample walking space. The SN e,
asphalt driveway and parking area is showing its age, with cracks and signs of erosion.

The assisted living units are priced as follows:

Unit Type Unit Size Monthly Rent
Studio 350 sq. fi. $3,245

1 BR 460 sq. ft. $3,965

2% Person Fee $800
Community Fee: $1,000

Morning Pointe. This attractive community has been in operation since 2000. It
offers a total of 30 assisted
living units and a 24-bed
memory  care  wing.  The
building is a single-story
structure  with brick exterior,
covered entry, maoderate
landscaping, and very good curb
appeal. The interiors are very
attractive as well, The assisted
living options are summarized
below:

Studio 236 sq. ft. $2,365
IBR  362sq.ft.  $2.695 £
2% Person Fee $1.250  Level of Care Fee 1; $575
Community Fee; $1,000  Level of Care Fee 2 $875
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4. Heritage Village, This modest facility shares the parking lot with the Heritage
Healthcare & Rehab Center, The g3 '
assisted living center is a small
I5-room facility, It is a single-
story  structure  with  brick
exterior, no covered entry,
minimal  landscaping,  and
average  curb  appeal.  The
amenities and features of the
interiors are institutional and
drab. All of the rooms are small
studios. The room rate is:

Studio: $1,950

There are no level of care fees,

5. Crimson Village. This recent entry into the Tuscaloosa assisted living market has
been open since 2014. 1t offers a
total of 76 assisted living units
and a 32-bed memory care wing.
The building is a three-story
structure  with  brick  exterior,
handsome  covered entry,
moderate  landscaping,  and
average  curb  appeal. The
building has a bland commercial
look rather than the residential
community that it is. The
neighborhood is a mixture of
commercial  businesses  and
residential homes,

Unit Type Unit Size Monthly Rate LOC Fees:
Studio 340 sq. f1. $2,300 Level 1: $700
Studio Deluxe 347 sq. 1. $2.400 Level 2: §1,400
I BR 454 sq. ft. $2,700

I BR Large 687 sq. fi. $4,100

2 BR 694 sq. fi. $4,200

2™ Person Fee: $600

Community Fee; $1,000

Pet Fee; $500
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Brookdale Northport, This facility has been open Since November of 1999, with 79

rooms, divided into 68 assisted
living rooms and an 1l-room
memory care wing. The facility is
generally more impressive than the
other assisted living facilities in the
Tuscaloosa area, with a newer
look, appealing covered drop-off,
and close proximity to the
Northport Hospital. All of the
rooms have small kitcheneites
(cabinets,  refrigerator, sink,
microwave). It is one of the few
assisted living communities in
Tuscaloosa that offers a two-
bedroom option for assisted living clients. The assisted living options are summarized
below:

Unit Type Unit Size Base Rent
Studio 350 sq. fi. $2,240
One-Bedroom 506 sq. ft. $2,580
Two-Bedroom 750 sq. ft. $3,180

2% Person Fee: $800
Community Fee: $1,000

Level of care fees are structured on a menu a la carte basis, allowing residents to pick
and choose the specific services they need. These fees generally range up to $800 per
month for a full spectrum of services.

The facility also operates an 11-room dedicated memory care win g in a separate wing
of the facility. All of the rooms are studios about 200 sq. fi. in size, and the monthly
fee is $5,200, which is an all-inclusive rate.
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Pine Valley Retirement Community. This retirement community has been in
operation for over 30 years. I
consists of a two-story apartment
building with brick exteri or, canopy
awning al the entrance, moderate
landscaping, and good curb appeal.
The campus also features 2
neighborhood of 38 patio homes
which, along with the 60
apartments, provides a tofal
inventory of 98 independent living
units.  Also  contained in  the
apartments building is an assisted
living wing with 15 units. The
campus is well maintained but is
showing its age. The assisted living rates are summarized below:

Unit Type Unit Size Monthly Rent
Studio 340 sq. fi. $2,850
2 Person Fee: $1,000

Personalized care services are priced on an a la carte menu:

« Half-Hour of Services $10.00

* 1 Hour of Services $15.00
* 1.5 Hours of service $20.00
* 2.0 Hours of service $25.00
* Medication Assistance $2.00 per medication pass

Hambrick Highlands. This modest facility offers a total of 18

rooms. It is a single-

story structure with b rick exterior,
covered entry, moderate land-
scaping, and good curb appeal. It has
been open since 2010 and generally
runs full. The apartment options are
summarized below:

Studio 200sq. . $2.700
I BR 400 sq. ft, $3,100
2% person Fee $1,100

These rates are all-inclusive.
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9. Regency Retirement Village. This retirement community has been in operation since

1992, It is a two-story structure
(which houses the 66 assisted
living units and 26 memory care
rooms), as well as 26 patio homes.
The main building has a brick
exterior with a covered entry,
moderate landscaping,  and
average curb appeal. The facility
is a bit dated and looking worn
and tired. The patio homes are
located behind the main building
lined up in a row along a cul-de-
sac. The homes are al} single-story
structures with small front yards,
Some of the homes come with 4 garage,

The rental rates for the assisted living units are summarized below:

Unit Type Unit Size Base Rent  Level of Care Fees
Companion Studio 241 sq. ft. $1,788 Level 1: $350
Standard Studio 225 sq. f1. $2.639 Level 2; $500
Deluxe Studio 340 sq. I1. $3.150

1 BR 550 sq. 11, $3,750

2" Person Fee: $700
Community Fee: $1,200

Memory care fees are as follows:

Companton Room 241 sq. fi. $3,497
Private Room 225 sq. ft. $4,820
Respite Care $250 per day
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10. Capstone Village. This full-service retirement community is located at the

intersection of University Blvd. And
6" Avenue E., at the eastern edge of
the University of Alabama campus,
just north of the Druid City Hospital,
This elegant retirement community
operates in affiliation with the
University of Alabama, and consists
of 108 independent living apartments,
22 patio homes, 13 assisted living
units, and a 16-berd memory care
facility. It opened in 2005 and enjoys
near capacity occupancy in all three
components.

The main building is a four-story structure with brick exterior, white columns above
the front entrance, a handsome covered entry, ample landscaping, and superior curb
appeal. The community operates on a straight monthly rental basis, with no large
enfrance fee required for admission. The rental rates for assisted living are
summarized below;

Private Rooms 450 sq. ft.  $2,745

Level 2: $730

Level 3: $1,110

Level 4: $1,515
RENTAL RATE ANALYSIS

The table below summarizes the rental rates of the facilities presented in this report.

Martinview Assisted Living 52,375 - o
North River Village $3,245 $3,963 nw
Morning Pointe $2,363 32,695
Heritage Villape 51,950 o —
Crimson Village $2,300 - $2,400 | $2.700 - $4,100 $4,200
Brookdale Northport $2,240 52,580 33,180
Pine Valley Retirement $2.850 — ——
Hambrick Highlands $2,700 $3.100 —
Regency Retirement Village $2,639 83,150 $3,750 —
Capstone Viltage $2,745 e —
Market Average: | s2,580 | $3,270 | £3,690
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Levels of Care Fees

TUSCALOOSA ASSISTE

Independent Living, Assiste

The table below summarizes the LOC charges for each facility.

Martinview Assisted Living

No LOC Fees

D LIVING FACILITIES “LOC? ANALYSIS

North River Viliage No LOC Fees
Morning Pointe 3375 - 8873
Heritage Village No LOC Fees
Crimsan Village $700 - $1,400
Brookdale Northport 30 - $800
Pine Valley Retirement No LOC Fees

[ Hambrick Highlands No LOC Fees
Regency Retirement Village $350 - $750
Capstone Village B730-31,110 - $1,515

UNIT SIZE ANALYSIS

The unit sizes of the assisted living facilities in t}
the table below,

1e Tuscaloosa PMA are summarized in

I Ragility

Martinview Assisted Living 250

Notth River Village 350 460 nom
Morning Polnte 236 362 -
Heritape Village 230 - —
Crimson Village 340 - 347 454 - 587 694
Brookdale Northport 350 306 750
Pine Valley Retirenient 340 e —"
Hanmbrick Highlands 200 400 e
Regency Retirement Village 225 - 340 550 o
Capstone Village 450 en ——

06
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MEMORY CARE F ACILITIES

Alzheimer’s Disease was first deseribed by Alois Alzheimer, a German neurologist in
1906. 1t is sometimes referred to as pre-senile memory, since it often occurs prior to the
age of 65. However, it is most prevalent with people over the age of 85, where the
incidence rate is almost 50%.

It is estimated that in 1998 nearly 4.3 million Americans over the age of 65 have
Alzheimer’s disease. This accounts for approximately 12.5% of the total population over
the age of 65. Including all other forms of memory affecting the elderly, this population
was miore than six million. This incidence rate is many times higher than that of multiple
sclerosis, cystic fibrosis, and most of the better known diseases of man.

Alzheimer’s disease is the fourth costliest cause of death in the United States (behind heart
disease, cancer, and diabetes). However, it is only the 10" leading cause of death, primarily
because it is a disease related to aging and ‘therefore does not affect the bulk of the
population younger than 65 years of age.* Nevertheless, one family in three will see one
of their parents succumb to this disease.

For the Alzheimer's victim there is a wide spectrum of care giving options that range from
in-homne assistance to full institutional nursing care, depending on the stage of Alzheimer’s
and the capabilities of the family:

Dédﬁéated

Alt'terz(nie t})“b._\r,rf )

Cared for with Petmanent Genera

loved ones the assistance respite care for | residency in an nursing care Alzheimer's
of in-home Alzheimer's assisted living unit
care giver clienty facility

Therefore, in evaluating the types of facilities that would be considered competitive 1o e
proposed memory care program in T uscaloosa, only the last category of the above spectrum
(“residential care™) must be included in the study.

*Source: “Assisted Living: Alzheimer's Disease and Related Memory,” by Andrew J. MacPhernon, Velpe
Brown Whelan & Co., March 1999,
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Memory Care Competitive Analysis

Currently, there are six memory care facilities in operation inside the PMA, offering a total
of 125 beds and a current occupancy of 96.0%. The following table summarizes the
information for these facilities.

Martinview Assisted Living
2015 32" Sireet 16 16 $3,475
Northport, AL 35476 (205) 333-0085
Morning Pointe

1801 Rice Mine Road 24 22 3;;670}00'
Tuscaloosa, AL 33406 {205) 3451112 ’
Crimson Village

1410 18" Ave, 32 31 $3,500 $4,500

Tuscaloosa, AL 35404 (205) 6326699
Brookdale Northport

95] Rose Dr, 11 11 - $5,200
Notthport, AL 35476 (205) 330-1700
Regency Retirement Village

5001 Old Montgomery Hwy 26 24 $3,497 $4.820
Tuscaloosa, AL 35405 (205) 752-5300
Capstone Village
601 5" Ave I3 16 16 w— $4,585
Tuscaloosa, AL 35401 {205) 347-0057
TOTAL: 120
’ 125 f (96.0%)

The following is a map showing the proposed site and the PMA
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CONCLUSION

Within the Tuscaloosa PMA (Tuscaloosa County) there are four comparable independent
living facilities, ten comparable assisted living facilities, and six comparable memory care
facilities. The facilities operating inside of the PMA are near capacity which adds support
to the contention that the region could support the development of a senior living facility.
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0. PIPELINE ACTIVITY

The planning/zoning offices of the following jurisdictions were contacted about
potential/pending retirement community construction.

1.

o)

Tuscaloosa City Planning Department, 2201 University Blvd., Tuscaloosa, AL
35401 (205) 349-0190

Two memory care projects are approved for Tuscaloosa:

* Morning Pointe Assisted Living of Tuscaloosa plans to convert 36 ALF beds to its
memory care wing.

* Regency Retirement of Tuscaloosa plans to converts 30 ALF beds to its HEmory
care wing.

When these two projects are completed, the memory care inventory will increase from
125 beds to 191 beds. These renovations will also have the effect of reducing the ALF
inventory in Tuscaloosa by 66 beds, reducing the ALF inventory from 354 beds 1o
288 beds.

Northport City Planning Department, 3500 McFarland Blvd., Northport, AL
35476 (205) 333-3002

According to J. Scott Stephens, Planner, no independent living, assisted living, or
memory care [acilities under active development or construction for the city of
Northport.
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7. MARKET DEMAND ANALYSIS

We will now analyze demand for senior housing in the Tuscaloosa PMA (Tuscaloosa
County). Our analysis will show demand estimates for 2016 (the most current data
available), the likely year of the opening of the subject project, and five years from the
current data year,

DEFINITION OF TARGET GROUPS

The demand estimates will be based upon the quantity of four potential “target groups”
who are likely users of senior housing. Analysis of these four target groups will provide
four separate indications of demand for senior housing. We will then consider the
indications from each of the four demand indications in deriving our demand conclusions.
The target groups are as follows;

TARGET GROUP 1

Although the vast majority of persons entering senior housing are over the age of 80, some
persons between the ages of 65 and 80 do elect to live in senior housing. Therefore, the
broadest potential target group for senior housing is persons age 65 and over. The number
of persons 65+ is often considered in bed need methodologies adopted by various state
health care planning agencies.

TARGET GROUP 2

The next potential “target group” typically examined in evaluating demand for senior
housing is the number of households headed by a “householder” age 75 and over. The vast
majority of senior housing residents fall into the 75+ age range.

TARGET GROUP 3

The next target group consists of the “age qualified” population that has adequate income
to live in elderly housing. Many operators, including Sunrise, Alterra and Holiday
Management, consider $25,000 to be the minimum “qualifying” income. Although
research has shown that many seniors with lesser income levels can afford to reside in
seniors housing due to having income from other sources or assets to spend down, $25,000
is widely considered a benchmark for the private pay market. Thus, Target Group 3 consists
of the number of households with income of $25,000+ headed by a householder age 75+,
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TARGET GROUP 4

Target group 4 consists of a group referred to in the industry as “adult children”. Children
and/or other relatives of seniors generally play a significant role in the placement of a senior
in a senior housing facility, Market areas where there are large concentrations of persons
in the 45-64 age group can often support significantly larger supply of senior housing than
would be indicated through analysis of seniors already residin g in the area. This is because
in-migration of seniors into markets with large adult child populations is common. This
phenomenon is largely due to the fact that while many elderly parents of the local residents
do not currently live near their children, they will be encouraged to do so as they age in
place and require greater care. When frailty and dependence occurs on the part of an aging
parent, the adult children frequently elect to move their loved one closer o them so that
they can help attend to their needs more frequently. Thus, Target Group 4 is the number of
persons in the age 45-64 age bracket.

DISCUSSION OF ACHIEVABLE PENETRATION RATES

There are no industry standard definitions for penetration or capture rates. For the purpose
of this type of analysis, a penetration rate is considered to be the number of beds or units
of a specific type that should be demanded at market equilibrium within a given market
area, divided by the number of persons or households of a specific type in the same market
area. For example, if 100 beds of assisted living should be demanded, and there are 1,000
persons aged 65+ that reside in the PMA, the indicated penetration rate is 10%.

In order to determine the appropriate penetration rates, we have relied upon the National
Demand Estimates provided in The Case for Investing in Seniors Housing and Long Term
Care Properties With Updated Projections. Using the updated demand estimates in this
study, national penetration rates are calculated in the table below. These penetration rates,
derived from the most complete and authoritative study of national demand in existence,
will be used as the basis for estimating demand in the subject’s market area. It should be
noted that these estimates are for private-pay demand only. Demand for private and public
pay accommodations are much higher. Thus, in some markets, hi gher penetration rates may
be achievable. This will depend upon the availability of public funding.
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Demand for Independent Living

A, 2000 Per Revised Investment Case 706,740 706,740 706,740 706,740

~ | 2000 Population/Households for

B | pacn Tarzet Group 34,991,753 | 10,657,476 4,786,520 61,952,636
Achievable Penetration o 0

C. (A divided by B) 2.02% 6.63% 14.77% 1.14%

Demand for Assist

LT

ed Living 2000 . :
A Per Revised Investment Case 706,146 706,146 706,146
B, | 2000 Populationouseholds for | 3 69, 763 | j0 67476 | 4786520 | 61.952.636
Each Target Group
Achievable Penetration e o 0
C. (A divided by B) 2.02% 6.63% 14.75% 1.14%

INDEPENDENT LIVING DEMAND

The demand for independent living is calculated as follows:

30,034

A | PMA Persons Age 65+ 24,616 26,783
B | Achievable Penstration Rate 2.62% 2.02% 2.02%
C | Indicated Market Area Demand (A x B) A97 541 607

"A_| PMA HHs Age 75+ 6,814 7278 7.075
B | Achievable Peretration Rate 6.63% 6.63% 6,63%
C_ | Indicated Market Area Demand (A x B) 4352 4382 529

e

s

PMA HHs Age 75+ with Incomes $25.000+

A 4431 4921 5,656
B 1 Achievable Penetration Rate 14.77% 14.77% 14, 77%
C | Indicated Market Area Demand (A x B) 634 727 833
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A | PMA Persons Ase 45-64 46,547 46,518 46,474
B | Achievable Penetration Raie 1.14% .14% 1 14%
C | Indicated Market Ares Demand (A x B) 531 530 330

As the tables above reveal, each methodology vields a slightly different demand estimate.
Since no one methodology is considered superior over the others, it would not be
reasonable to simply embrace the most optimistic projection, nor would it be prudent to
endorse the most conservative projection.

Target Group 1 497 541
Target Group 2 452 482
Target Group 3 654 727
Target Group 4 531 330
. Avemge Quiean) T g e L R T0

If we take an average of the findings from each method, we arrive at a projected demand
for 570 independent living units by 2019, and 625 units by 2022.

Calculation of Unmet Demand

For the purpose of estimating the need for additional units in the Tuscaloosa PMA, we
must deduct all of the existing beds operating within the same market as well as pipeline
units to arrive at the Total Unmeet Demand for ILF units.

2019 2022
Projected Bed Need = 570 Units 625 Units
Current Inventory = - 266 Units - 260 Units
Pipeline Units = -0 Units -0 Units
Unmet Demand e 304 Units 359 Units

We note that the 65+ population is expected to increase by 20.0% from 2017-2022. Thus,
the market conditions are expected to continually improve.
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ASSISTED LIVING DEMAND

Demand for assisted living in the Tuscaloosa PMA is calculated as follows:

A | PMAPersons Age 65+ | 24616 26,783 30,034
B | Achievable Penetration Rate 2.02% 2.02% 2.072%
C | Indicated Market Area Demand (A x B) 497 541 607

A | PMA HHs Age 75+ T 7278 L 1975
B ¢ Achievable Penetration Rate 6.63% 6.63% 6.63%
C | Indicated Market Area Demand {(A x B) 452 482 529

A | PMA HHs Age 75+ with Tnoomes 925,000+ | 4431 4,071 5656
B Achievable Penetration Rate 14.75% 14.75% 14.75%
C | Indicated Market Area Demand (A x B) 654 723 834

: G ‘ ) (02
A | PMA Persons Age 45-64 46,547 46,518 46,474
B3 | Achievable Peneiration Rate 1.14% 1.14% }.14%
C_ | Indicated Market Area Demand (A x B) 531 530 530

As the tables above reveal, each methodology yields a slightly different demand estimate.
Since no one methodology is considered superior over the others, it would not be

reasonable to simply embrace the most optimistic projection, nor would it be prudent to
endorse the most conservative projection.

rpc———r

Target Group | 497 ' 541

Target Group 2 452 482
Target Group 3 654 723
_ Tdrgu; Group 4 _ ‘ 531 530

SENIOR MARKET RESEARCH ASSOCIATES 57



ohdependent Living, Assisted Living, & M

When we take an average of the findings from each method, we arrive at a projected
demand for 569 assisted living units by 2019, and 625 units by 2022.

Calculation of Unmet Demand

For the purpose of estimating the need for additional assisted living units in the Tuscaloosa
PMA, we must deduct all of the existing units operating within the same market.

2019 2022
Projected Bed Need = 569 Units 625 Units
Current Inventory == - 288 Units - 288 Units
Unmet Demand = 281 Units 337 Units

Based on our calculations of projected demand, the Tuscaloosa market would appear to be
under-bedded, and the projected continued growth of the 65+ population sector in the next
five years (20.0%), make a new assisted living facility very viable.

MEMORY CARE DEMAND

To determine the potential need for a memory care program in a given market, we will
make seven assumptions:

1. As indicated earlier, the probable extent of the Tuscaloosa PMA is assumed to be a
Tuscaloosa County around the proposed site at 1601 Union Chapel Road, Tuscaloosa
(Tuscaloosa County), Alabama, 3406.

B3

In addition to the prospects we will expect to derive from the primary market itself,
we will expect the facility to fill approximately 30% of its beds from elderly clients
moving to the area from outside the market, primarily from some referrals from the
peripheral communities around the Tuscaloosa area.

We also expect a small percentage of move-ins to come from seniors relocating to
Tuscaloosa from other parts of the state of Alabama and even other states. This
phenomenon is largely due to the fact that while many clderly parents of the local
residents do not currently live near their children, they will be encouraged to do so as
they age in place and require greater care.

3. Since the proposed Tuscaloosa facility would be expected to open no earlier than the
year 2019, we will make population projections for determining whether or not there
will be sufficient demand for the number of beds to be built.
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We will exclude from consideration any prospect who does not earn at least $70,000
per year. The memory care services in the proposed memory care facility will start at
$5,100 per month for a private room, which will amount to $61 ,200 per vear, and 1s
88% oI'$70,000." Those earning less than $70,000 per year would not be able to afford
the monthly rents. While it is likely that some of those seniors who fall below the
{inancial threshold would be helped by their children with supplemental assistance to
ensure that they could receive such care, we have no way to estimate this percentage,
and will therefore consider these prospects part of the 30% in-migration referred to in
Assumption #2,

TUSCALGOOSA, ALABAMA
HOUSEHOLD PROJECTIONS

01

Total

Yo 870K+

Total

% $70k+

% $70k+

35-64

14,360

39.6%

14,470

42.6%

47.2%

65-74

9,640

3L6%

10,506

33.3%

40,8%%

754

6,814

21.9%

7,278

26.6%

33.6%

|

SOURCE: Alteryx

Estimating Utilization from Those Below the Income Threshold. Not only do we
expect income-qualified prospects to be candidates for the proposed facility, we also
understand that a small percentage of dementia victims who fall below the income
threshold (“Non Qualified”) will be placed in the facility by loved ones who will pay
the monthly fee on behalf of their mother or father,

While there is no firm data on the percentage of indigent dementia residents living in
an all private-pay facility, some estimates have been offered by Maxfield Research, a
Minnesota-based market research and consulting firm. Maxfield Research is
recognized as the leading market research firm for senior housing in the Upper
Midwest. It has conducted more than 250 senior housing studies in 15 states for all
types of retirement complexes ranging from "adult” buildings with few services to
assisted living and skilled care facilities for the frai elderly.

According to Maxfield Research, about 5% of indigent dementia victims aged 65-74
will obtain residential care through the benevolence of a loved one, and as many as
15% ofindigent dementia victims aged 75+ will have their monthly fees paid for them
as well, We will use these percentages in estimating the draw from the “Non-
Qualified” prospect pool.

! This finding is consistent with Pathway Senior Living (wiww. pathwayseniorliving. com), who estimates that residents
of assisted living facilities often pay as much as 90% of income to monthly fees.
? See www.maxfield research.cam.
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6. Incidence of Alzheimer’s Disease. There is some disagreement within the medical
community over the prevalence of Alzheimer’s Disease (AD). For example, The
National Institute on Aging estimates that about 4.0 million Americans have AD,
while the National Alzheimer’s Association places the number at 5.3 million.? As
such, the incidence of AD may be a range from 10% of seniors to 13% of seniots,

Also, the probable incidence of Alzheimer’s Disease increases at various age levels.
Below is the latest information from the National Alzheimer's Association ("2010
Alzheimer's Disease Facts & Figures") and "How Many Americans Have Alzheimer's
Disease" Nov. 27, 2007 report from Alzheimer's Disease Education and Referral
Center, regarding the prevalence of dementia at various age levels:

Incidence of Alzlheimer’s Disease
1.88% of persons under the age of 65
13% of persons 65+

5% of persons 65-74

22.1% of persons 75+

9.68% of persons 75-84

30% of persons 85+

We will rely on these numbers in calculating the size of the prospect pool for dementia
assisted living care, in the table below.

7. Saturation Point or Capture Rate. The Saturation rate is used to compare the
inventory of units (ot capacity) in the market to the qualified market. The Saturation
Rate represents the estimated maximum number of units likely to be filled by the
qualified prospect pool.

A 25% capture rate of the dementia assisted living prospect pool is considered an
average estimate, according to the National Investment Center for the Senjor Housing
and Care Industry, a benchmark now commonly used by other senior housing research
specialists (i.e. Maxfield Research, The Vinca Group, etc.). Line 10 of the table below
presents the expected Saturation Rate for the Tuscaloosa market.

22010 Alzheimer’s Disease Facts and Figures”, published by the National Alzheimer’s Association, p. 9.
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DEMENTIA DEMAND CALCULATION TABLE

The table below incorporates all of the assumptions presented above in order to estimate
the probable need for memory care beds in the Tuscaloosa market, for both 2019 and 2022.
The table first starts by estimating the number of likely dementia victims in the Tuscaloosa
PMA, both income-qualified and non-income qualified, based on incidence assumptions
provided by the National Alzheimer’s Association and the Alzheimer’s Disease Research
and Referral Center (ADEAR). The table then factors in the probable draw from secondary
markets to yield the total bed need for the Tuscaloosa PMA. From the total prospect pool
a saturation rate of 25% is applied, to yield the maximum number of dementia units the
market is likely to be able to support. After deducting the existing inventory, we are left
with the Unmet Demand for additional dementia units.
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MEMORY CARE DEMAND ANALYSIS

> Market Study

. 2019 Tricome-Quialified Houscholds Requiring Memory Care

% Income # flr)(jllw I:;::rr:xe # Non- % Draw # Draw #

Age o | Qualified | | T, . Qualified | from Non | from Noa- | Memory

Memory | “pnorgs | Qualified | Qualified | G oualified | Qualified | Total
' Members Hholds Y

55-64 | 1.88% 6,164 116 8,306 156 5% 8 124
6574 | 5.00% 3,740 187 6,856 343 5% 17 204
75+ | 22.10% 1,936 428 5,342 1,181 15% 177 605
Total 11,840 731 20,504 1,680 202 933

ds Requiting Memoky Car

55-64 | 1.88% 6,908 130 145 5% 7 137

65-74 | 3.00% 4,908 245 336 5% 18 263

75+ | 22.310% 2,680 392 1,170 175 767
Total 14,496 967 20,141 1,671 200 1,167

2019 2022
1 Calculated Market Potential 933 1,167
2 | Identified Competitive Units in Market Area 191 191
3 | Maximum Occupancy in Competitive Units 95% 95%
4 | Adjusted Competitive Units 181 181
5 Available Prospects in Market Area (Line 1 - Line 4) 752 986
6 | Percent of Added prospects from Outside the Market Area +0.70 +0.70
7 | Prospects from Outside the Market Area (Line 5 + 0.70- Line %) 322 422
8 | Potential Market Area Prospects (Line 5 + Line ) 1,074 1,408

1,589

Total Adjusted Market Potential (Ijne 4+ Line 8)
10 | Estimated Percent of Need Met by Memory Care Units 25% 25%
11 | Calculated Number of Units to Fifl Tota! Demand 314 397
12 | Less Competitive Units {Line 2) 191 191

As the table above indicates, the Unmet Demand for memory care units in the Tuscaloosa
PMA is projected to total 123 units by 2019 and 206 units by 2022.

[
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SUMMARY AND CONCLUSIONS

Independent Livine Demand

According to the bed need methodologies used by industry experts to calculate the demand
for more independent living units, the Tuscaloosa PMA (Tuscaloosa County) appears to be
under-bedded, with demand projected to total 304 units by 2019 and 359 units by 2022,

Assisted Livine Demand

According to the bed need methodologies used by industry experts to calculate the demand
for more assisted living units, the Tuscaloosa PMA appears to be under-bedded, with
demand projected to total 281 units by 2019 and growing to 337 units by 2022.

Memory Care Demand
According to the bed need methodologies used by industry experts to calculate the demand

for more memory care beds, the market appears to be under-bedded. The unmet demand
for memory care beds is projected to reach 123 beds by 2019 and 206 beds by 2022,
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8. PROJECT DESCRIPTION RECOMMENDATIONS

Based on the analysis presented in the previous chapters, we have concluded that the
Tuscaloosa area has sufficient demand to warrant the development additional senior
housing and related services,

ANALYSIS OF ACHIEVABLE RENTS

We observed the following range of rents and unit sizes in each of the housing components
examined in our study.

Independent Living

Unit Size Analysis

-Regency Retirement Village - - 690 e o 875 - 1,010
Capstone Village 758 - 355 958 -- 1,000 1,096 — 1,936
Pine Vailey Retiremeny o 475 703 900 1,480
North River Village e 647

Wiarket Average T ] esssain

Rental Rate Analysis

[ Regency Retirement Village $2,179 $2,436 - $2,730
Capstone Village e $2,675-2,825 | $2.930-%3,150 | $3,355- 84,615
Pine Valley Retirement - $£1,625 $2,050 $2,300 - $3,225
North River Village oo $1,494 $1.59 $2,184 - 82,243
MarketAverage o e o T T L 52430 ] 82,886

Asgisted Living

RENTAL RATE SUMMARY
$Martinv§ew Assisted Living B $2375
Novth River Village $3.245 $3,063 -
Muorming Pointe $2.3653 £2,695 e
Heritage Village $1,950 s -
Crimson Village 32,300 « $2,400 ¢ $2,700 - $4,100 $4,200
Brookdale Northport $2,240 $2.380 £3,180
Pine Vallev Retirement $2,850 s -
Harmbrick Highlands $2,700 $3,100 —
Regency Retirement Villags $2.639 -$3,150 $3,750 -
Capstone Village 52,745 o —
Market Average; | $2,580 | $3,270 | $3,690
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ED LIVING FACILITIES “LOC” ANALYSIS

ar
No LOC Fees
North River Village No LOC Fees
Morning Pointe §575 - 8875
Heritage Village No LOC Fees
Crimson Village $700 - $1,400
Brookdale Northport 50 - 5800

Pine Valley Retirement

No LOC Fees

Hambrick Highlands

No LOC Fees

Regency Retirement Village

$350 - $750

Capstone Village

$730-81,110 - $1,515

Unk Size Analysis {sq. it.)

Memory Care

acilit .
Martinview Assisted Living 250 o
North River Village 350 460 o
Morning Pointe 236 362 —
Heritage Village 230 — s
Crimson Village 340 - 347 454 - 687 694
Brookdale Northport 350 506 150
Pine Valley Retirement 340 — =
Hambrick Highlands 200 400 —
Regency Retivement Village 225 - 340 550 —
Capstone Viilage 450 -~ e
Marlie ‘ Do sgfr |

Martinview Assisted Living _— 33,475
Morning Pointe — $4.600 - $4.710
Crimson Village $3.500 54,500
Brookdale Northpout e 35,200
Repency Retirement Viliage $3.497 $4,820
Capsione Village —nm $4,585
Market Average: | $3,499 | $4,127
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RECOMMENDED UNIT MIX AND PRICING

The Client proposes to develop a senior housing campus consisting of 92 ILLF units, 74
ALF units, and 32 MC beds. The unit mix and rental rates proposed for this campus are
summarized in the table below.

Independent Living
24 $2,500 £3.67

Assisted Living
22

517 sq. 1.

3 Aty
2 BR 302 sq. ft. 10

Sub-Total; 74
Memory Care
1 BR 454 sq, i, 6 $5,600 51233

Sub-Total: 32
TOTAL: 198

As shown in the prevailing rental rate tables for the current inventory on pp. 64-65, you
will see that the proposed rates for the subject property fall well within the prevailing rents
in the Tuscaloosa market.

Based on the estimated demand in the Tuscaloosa PMA, we conclude that the proposed
retirement community campus is feasible. Especially in light of the fact that the proposed
community will contain all three components: 1) independent living, 2) assisted living, and
3)memory care, this continuum of care will not only give the community a marketing edge,
it will enjoy its own in-house referral system, sending residents to the higher level of care
components of the campus, rather than having to go to the market to find new residents.
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PROJECTED ABSORPTION RATE

Move-in rates reported by NIC MAP for the top 31 MSA’s for the 2nd quarter of 2016 are
as follows:

" Net Monthly Move-In Rate of Non-
Stabilized Properties Open <24 Months

Based on the NIC MAP absorption data, we forecast an achievable absorption rate for the
campus to be approximately10 independent living, assisted living/dementia care units per
month. In addition, the subject is expected to pre-lease units prior to completion. A pre-
leasing figure of 20% of the ILF units is considered reasonable. Thus, taking into account
an absorption rate of 10 units per month as well as a pre-leasing figure 0£20%, the subject’s
lease-up period is forecasted to be 17 months.

ILF-ALF-MC Lease-Up Foreeast

Votal Primary Beds/Units 198
Forecasted Stabilized Occupancy 95%
Units Occupied at Stabilization 188
Less Pre-Leasing Figure (20%) 18
Units to Be Rented to Reach Stabilization 170
Forecasted Absorption Period (months) 17
Forecasted Net Absorption Per Month (Units) 10
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APPENDIX

SENIOR MARKET RESEARCH
STATEMENT OF QUALIFICATIONS

SENIOR MARKET RESEARCH ASSOCIATES 68



edependent Living, Assisted Living & Memory Care Market Study

SENIOR MARKET RESEARCH ASSOCIATES
808 22nd Street, NW - Cleveland, Tennessee 37311
Office: (423) 559-3292 « cell; (423) 284-0258
E-Mail: smra65@aol.com

STATEMENT OF QUALIFICATIONS

Senior Market Research Associates has been in operation since 1995, specializing in
market analysis for the senior housing industry. Larry K. Richardson serves as the President
and principal market analyst for the company, based in Cleveland, Tennessee, and devoled
to providing a range of consulting services to assist developers in the research, planning,
and development of nursing homes, assisted living facilities, and independent living
retirement communities.

Mr. Richardson brings over 25 years of experience in the senior housing field in
development, research, and operations. He has served for over five years as the chief
operating officer for the retirement center division of Life Care Centers of America, the
nation’s third largest long-term care provider. In this position he was responsible for the
day-to-day operation of its 14 retirement centers in ten states, ranging in size from 95 to
226 units. Under his direction the occupancy in these centers grew to an overall average of
93.5%. In 13 of these facilities he inaugurated assisted living programs and developed
policies and procedures to guide their operation. He also created an activities resource
manual, marketing manual, and various management and personnel handbooks.

In addition, Mr. Richardson served seven years in the development of new nursing homes
and retirement facilities, including the post of Vice President for Planning and Research
for Life Care Centers of America from 1992-1995, In this capacity he supervised the
preparation of Certificate of Need applications for new nursing homes, nursing home
additions, and bed relocations in nine states, obtaining land use modifications with local
city and county jurisdictions, and selected and negotiated the purchase of over two dozen
nursing home sites. During that period he also performed over 100 market studies for
potential nursing home and assisted living projects, and established criteria for the
acquisition of land for senior housing projects.
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As the senior analyst for Senior Market Research Associates, Mr, Richardson has
conducted comprehensive consulting engagements in over 800 individual markets in 48
states and U.S. Territories, as well as consulting work in Canada, since 1995, reviewing
markets for both nursing center and retirement housing potential. He has worked with

clients interested in acquiring facilities to evaluate the operations of those centers.

Senior Muarket Research Associates has perforned

research assignments for clients in the following states:
Alabamga Hlinois Minnesota North Carolina Texas
Arkansas Indiana Mississippi North Dakota Utah
Arizona lowa Missouri Oklaloma Vermont
California Kansus Montana Chio Virginia
Colorado Kentucky Nebraska Oregon Washingion
Connecticut Louisiana Nevada Pennsylvania West Virginia
Delaware Maine New Hampshire Rhode island Wisconsin
Florida Maryland New Jersey Alabama Wyoming
{ieorgia Massachusetts New Mexico South Dakota Ciaam
Idaho Michigan New York Tennessee Ottawa, Canada

SENIOR MARKET RESEARCH ASSOCIATES (SMRA) is experienced in conducting
research for the following senior housing coneepts:

Continuum of Care Retirement Communities
Congregate Care Retirement communities
Independent Living Apartments

Assisted Living Facilities

Nursing Homes

Specialized Alzheimer’s Care Facilities

SMRA has served clients as large as the Archdiocese of Kansas City, major regional
medical centers, some of the largest nursing home chains in the nation, non-profit
organizations, universities, churches, mid-sized growing management companies, as well
as individual entrepreneurs/developers.

Research assignments have included major metropolitan areas such as Denver, Ft.
Lauderdale, Portland, Ocala, Kansas City, and Nashville, as well as small rural
communities in the heart of farmland America.

SMRA market feasibility studies meets all HUD requirements for the HUD 232 LEAN
Pilot Program, and 221 (d) (4) market study guidelines.
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SMRA studies arc used not only by lenders and investors, they are also used by the
marketing and operations managers as a first look at the competitive environment within
which their new facility must contend.

AN INDUSTRY LEADER

In addition to his significant industry experience derived from both operational and field
research background, Mr. Richardson invests heavily in internal research and development
to keep abreast of potential markets for future clients, staying on the leading edge of the
ever-changing senior housing industry.

Mr. Richardson’s educational credentials include a Master’s Degree from California State
University at Fullerton, and a Ph.D. from the University of Southern California, He has
published several articles in various retirement industry periodicals, sharing operational
and marketing strategies in such areas as how to ulilize your residents in marketing, the
importance of marketing after the sale is made, budgeting strategies in retirement center
food service, and the challenges of managing multiple facilities.

He is the author of “How to Market Your Assisted Living Facility From Start-Up to Fill-
Up”, a 246-page resource guide filled with strategies to accelerate the fill-up of your
facility. The book is available on Amazon.com.

Ie has also been a featured seminar speaker at retirement center conferences such as the

National Association of Senior Living Industries (NASLI), discussing marketing and
- management issues, including the details of developing, marketing, and operating assisted
living ceniers.

SENIOR MARKET RESEARCH ASSOCIATES
Planning for Success through Successful Planning

. “You did a market study for me a few years hack for
- “happy to report that we built the’ ALF we were conte

. hasbeen a huge suceess.”
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